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FINANCIAL TIMES
US imposes higher
duties on steel
from 1 9 countries
THE US Commerce Department yesterday
significantly increased many or the preliminary
duties it imposed in January on S3.2bn of imported
steel products from 19 countries. The move follows
72 dumping and subsidy cases Bled last year against
producers of flat-rolled steel after efforts to negoti-
ate a multilateral steel agreement collapsed.
Page 16; Face change, US steelmakers told.
Pages

Lloyd’s biggest losses: Lloyd’s of London
reported losses or £2,91 bn (S4.3Gbu) for 1990 -
the insurance market’s highest ever - and warned
that resources to compensate thousands of its

hardest hit Names - the individuals whose assets
support Lloyd's - were limited. Page 9; Editorial
Comment, Page IS: Lex, Page 16

Bank of France pushes franc: The Bank
of France said it wanted the franc to be an anchor
currency within the European exchange rate
mechanism. Page 16; French franc bites back.
Page 17; Currencies, Page 34

Bank Governor’s warning: Outgoing Bank
of England governor Robin Leigh-Pemberton
said yesterday that Britain was living beyond
its means and needed to cut its fisn»i deficit
Interview. Page 14

Russia’s reformers seek alliance: Russia's
reformist parties are trying to form themselves
into an alliance to oppose the well-organised
Communist party at elections in the autumn.
Page 4

General Motors, which is to move some car
production from Mexico to the US, opens talks
today with its US union on a three-year pay and
conditions deal. Page l& GM sceptical over VW
plant Page 19

Tobacco companies sue: US tobacco
companies Philip Morris and RJR Nabisco sued
the US Environmental Protection Agency, alleging

its report on passive smoking was unscientific,

“arbitrary" and “capricious". Page 6

Kmart profits warning: US discount store
Kmart warned of a slump in second-quarter earn-

ings because bad weather had led to disappointing
clothing sales. Page 17

Cable and Wireless raised annual pre-tax

profits by 15 per cent to £824m ($L24bn) helped

by strong growth at its subsidiary Mercury, the
UK telecommunications company. Page 17; lex.
Page 16

Rebels quit Japan’s LDP: Japan's ruling

liberal Democratic party split when rebel faction

leader Tsutomu Hata and 43 other MPs handed
in their resignations in preparation for the launch
today of a new political party. Page 6

US banks seek Russian presence: US
banks Citicorp and Chase Manhattan have applied

for licences to operate in Russia Page 17

Cut-price refit bid: The Rosyth naval dockyard

in Fife, Scotland, made an unexpected bid for

Trident nuclear submarine refit work with a

radical cut-price scheme which would require

UK government investment of £60m ($90m) -

£70m less than the yard's previous bid required.

Page 8

Richemont shake-up: Shares in tobacco and

luxury goods companies Rothmans International
and Dunhill Holdings are expected to be suspended

from today alter an announcement that they

were talking with their parent, Richemont, about

a group reorganisation. Page 17

Minister says he will not quit: UK prime
minister John Major faced a fresh test of his author-

ity when Northern Ireland minister Michael Mates,

who is at the centre of the row over Tory links

with fugitive businessman Asfi Nadir, made clear

he would not resign. Page 9

Pat Nixon dies:
Former US first lady

Patricia Ryan Nixon
(left), who remained
firmly at the ride of

her husband Richard

when he resigned the

presidency over the

Watergate scandal,

died at her home in

New Jersey after suffer-

ing from lung cancer.

She was 81

Nureyev treasures for auction: The art

collection of the dancer Rudolf Nureyev, who

died in January, is expected to raise £4m ($6m)

at auctions in London and New York. Page 9
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Ferruzzi owes foreign banks $4.25bn, minister says
By Haig Simonian in M9an

FERRUZZI, Italy's troubled
industrial group, owes foreign
bonks about L6,500bn ($4.25bn)

Mr Piero Barucd, Treasury min-
ister, told a parliamentary com-
mittee in Rome yesterday. The
group said last month its total

borrowings approached
L31 ,000bn.

Mr Barucci warned of the dan-
gers to Italy's credibility in inter-

national financial markets if the
crisis at the company were
allowed to reach the proportions

of last summer's collapse of the

Efim state holding company,
which hns total debts of more
than Li5.ooobn.

He said about 110 foreign banks
had lent to Ferruzzi, but did not

name them. The fact that Fer-

ruzzi is one of Italy's most inter-

national companies, especially on
the agro-industrial side, explains

the large number of foreign

banks involved
Bankers in Milan suggested the

biggest exposure could be among
French institutions, given Ferruz-

zi
1

s traditional interests in that

country.

The group controls Eridania
Beghin Say, the agro-industrial
concern formed in 1991-92 from
the merger of Italy's Eridania
with Beghin Say. the diversified

French sugar company indirectly

controlled by Ferruzzi.

The spread of Fcrruzzi's
operations and its voracious fin-

ancing needs implies many other

leading international banks
might have been big lenders.

Mr Barucci sought to calm
fears in parliament that the prob-

lems at Ferruzzi implied a col-

lapse. “Ferruzzi is Italy's second
biggest conglomerate and its

activities touch on strategic areas
for the country", he said.

It is therefore urgent to inter-

vene. not just in the group's own
interest but especially to avoid
any risk to the credibility of Italy

as a whole".
He emphasised the group was

still trading actively and was
“industrially healthy". Bankers
said Mr Barucci's stress on acting
quickly to solve Ferruzzi ’s debt
problems was coloured by his

experiences during the Efim

affair, and the previous year’s
collapse of the Federconsorzi
farm sendee group.
Both episodes triggered a bruis-

ing battle of wills between for-

eign bank creditors and the Ital-

ian authorities.

The Efim debacle in particular,
marked by confusing messages
from the government and indica-

tions that the Treasury would
not fully honour group debts,
tarnished Italy's reputation just
as the lira was coming under
mounting pressure before last

September's currency crisis.

The share price of the Ferruzzi

Finanziaria holding company fell

by more than 12 per cent to L559
yesterday.

• Mr Pier Carlo Marengo, man-
aging director of Credito Italians

said his bank's exposure was
about L1.300bn, AP-DJ reports
from New York. Despite tbe scale

of Fbrruzzi's difficulties he said

he was optimistic about the out-

come of the situation.

He said although the Ferruzzi

family hoped to keep control of

Eridinia B&ghin-Say, “everything

else is up for sale".

IG Metall
offers deal

in exchange
for power
By Christopher Parkas
in Frankfurt

IG METALL, Germany's biggest

and most powerful union, has
offered to abandon its traditional

negotiating stance, based on
demands for higher wages, in
return for more worker participa-

tion in industry.

The proposal for a complete
overhaul of pay and conditions

strategies was presented yester-

day by Mr Klaus Zwickel, incom-

ing IG Metall president, as the
union's contribution to overcom-
ing Germany's economic crisis.

His offer represents a belated

bid by the union to stem the tide

of onepff in-house deals eroding

its influence over the engineering
and metalworking industries.

They also follow a persistent

campaign from employers, gov-

ernment and the Bundesbank for

longer working hours, non-infla-

tionary pay deals, weekend work,

fewer holidays and less lavish

fringe benefits to combat German
industry’s fast-fading competi-

fineness.

IG Metall members at a Stutt-

gart bus factory recently agreed

to return to working a 40-hour

week, while national policy

remains the institution of a 35-

hour week. Bosch, the electronics

group, has won agreement for

Sunday working in a new plant

after threatening to build the fac-

tory outside Germany.
According to the latest esti-

mates, there are about 2,000

plant-level agreements in opera-

tion, many with better conditions

than those offered in national set-

tlements.

Mr Zwickel told a conference

that the union would give up its

demands for high pay rises “in

tbe coming years” in exchange
for improved working and perfor-

mance-related conditions and
more say In tbe running of com-
panies.

The new character of industrial

work in a high-wage country
such as Germany demanded a
qualified workforce with more
scope for taking responsibility

and working constructively in
teams.

“The reform of agreements
should increase humanity and
efficiency a-

' also help preserve
jobs." Mr Zwickel claimed.
Employers had to accept new
arrangements, but only within
the framework of national pay
and conditions agreements, and
not in piecemeal deals, he added.
The offer follows a less refined

proposal from Mr Franz Stein*

kfihler, the former union presi-

dent who resigned over an
insider trading scandal. Mr Stein-

kilhler said last year that the

union was prepared conditionally

to accept five years of pay settle-

ments which did no mare than
preserve members' purchasing
power.

His proposals mark a radical

change in thinking which has
been fiercely debated for months
within the union's headquarters.

Ms Karin Benz-0verhage, a

member of the IG Metall board,

recently appealed for change in

the union's centralised decision

making while a revolution was
taking place at plant leveL

Local officials were increas-

ingly confronted by rationalisa-

tion and cost-cutting measures.

Upbeat Bundesbank, Page 3

Lex, Page 16
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Kohl unsuccessful in call to relax arms embargo for Moslems

EC promises Bosnia more troops
By Lionel Barber and David

Gardner in Copenhagen

EUROPEAN COMMUNITY
leaders pledged yesterday to pro-

vide more troops and money for

the United Nations peacekeeping
operation in Bosnia.

The decision defuses an inter-

nal row over whether to support

a US-German call for lifting the

arms embargo on the Bosnian
Moslems.
The Community goal is to rein-

force protection for the Bosnian
Moslem civilian population
stranded in six UN-designated
“safe areas", but none of the
principal Community members
came forward with fresh troop

commitments.
At the end of a two-day EC

summit in Copenhagen domi-

nated by Bosnia and the Commu-
nity’s unemployment and eco-
nomic growth crisis, Mr Poul
Nyrup Rasmussen, Danish prime
minister, declared that tbe meet-

ing would end a long period of

uncertainty over the direction of

Europe.
Mr Rasmussen, who chaired

the summit, described tbe com-
mitment to send money and
troops as a "decent reply" to the

escalation of fighting in Bosnia.

He predicted that commitments
from EC and other governments
to supply about 7,500 troops

could be mustered within a mat-
ter of days or weeks.
EC diplomats expressed hope

that the imminent dispatch of

reinforcements could encourage
the Serbs, Croats and Moslems to

narrow their differences in the
Geneva peace talks which
resume today.

But Chancellor Helmut Kohl of
Germany expressed deep disap-

pointment that other EC leaders

had rejected his plea for a partial

lifting of tbe arms embargo
against the former Yugoslavia
during a tense session on Mon-
day night. “It is our moral duty
to help the weakest party," be
said.

Mr Kohl's intense lobbying
effort followed contacts with US
President Bill Clinton, who has

long advocated a policy of arming
the Moslems and possibly bunch-
ing air strikes against Bosnian
Serbs to force them to accept
international peace plans.

President Francois Mitterrand
of France, Germany's closest ally,

said if the EC was not ready to

send troops “within the next few
days" then the arms embargo
should be lifted.

Mr Mitterrand's Intervention

galvanised the Twelve into mak-

Contmned on Page 16

Background, Page 2

Top EBRD official accuses

Attali of misleading him
By Robert Poston,

Banking Editor, fan London

MR RON FREEMAN, first

vice-president of the European

LUi-

He made tbe allegation at a

leering on Monday of tbe

BRD's finance committee, when
e also accused Mr Attali of

snoring an instruction from the

chairman of the bank's gover-

nors, Mrs Anne Wibble, the

Swedish finance minister, to

delay discussion of the reorgani-

sation proposal.

At a meeting yesterday of the

bank's directors, who represent

countries and agencies which

own the bank, Mr Attali made it

clear be was pressing ahead with

plans to create two new senior

vice-presidencies. This would
have the effect of demoting Mr
Freeman from number two to

number four at the bank.
Mr Freeman told tbe meeting

on Monday he Celt he had been
misled over the past few months.
Those present had the impression

Mr Freeman was referring princi-

pally to being misled by Mr
Attali about the proposed reor-

ganisation.

“We got the sense that he felt

he bad been betrayed in other

respects as well,” said a bank
executive, who called Mr Free-

man's outburst “astonishing".

Mr Attali is also proposing that

the EBRD’s merchant banking

deparment, responsible for mak-
ing investments in private-sector

projects in eastern Europe and

the former Soviet Union, should

be merged with the development

banking department, which is in

charge of infrastructure projects.

They would be headed by a

CONTENTS

new chief operating officer, who
is likely to be Mr Ernest Stem,
currently number two at the

World Bank in Washington.
In response, Mr Freeman has

taken steps to increase his con-

trol of the merchant banking
department. He has sent out a
message by electronic mail to all

members of the department stat-

ing that he has relieved Mr Guy
de Selliers of his “responsibility

of serving as my deputy for the

time being".

He said that Mr de Selliers

would continue to be responsible

for the project work for which he

is assigned, but merchant bank
team leaders would no longer

report to him.

The aim was to "help ease the

pressure which Guy has told me
he understandably feels", tbe

E-Mail message says.

In reply, Mr de Selliers yester-

day sent out a memo saying that

Continued on Page 16
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Tha danger ol leaving ths ERM to that without pressure to perform. Madid (above) might go to sleep

I
f Mr Felipe Gonzalez, prime minister,

found earlier this month that winning
Spain’s closest-ever election was diffi-

cult, then winning the battle he now faces

against recession may be the end of him. It

is time to make some awkward choices.

The one that matters most Is whether or

not to take the peseta out of the exchange

rate mechanism of the European Monetary
System. Getting out would take some of

the pressure off him to make very rapid

economic and political decisions in order

to anchor his government - now short of

parliamentary majority -in place. But it

also means throwing out of the window
the European dream for which Mr Gonz-
alez has struggled hard for most of his 11

years in office.

To remain in the ERM carries with it an
air of determination and confidence but,

claim many analysts, also an air of unreal-

ity. Can Spain really begin economic
recovery with its real interest rates still

among the highest in the EC and adopt a
promised programme of labour market
reform - to make it easier to sack people
- while unemployment Is rising, and still

stay inside the ERM?
The peseta may have been devalued

three times in the past nine months, but it

still makes Spanish industry relatively

uncompetitive.

If Mr Gonzalez does not take it out of the

ERM, then he may find the markets will

try to do it Tor him.
One way this might be avoided is by

quickly forming a credibly stable coalition

government which immediately
announces sharp spending cuts in the 1994

budget, and instituting negotiations with
unions and employers on a wages pact and
on removing hiring and firing barriers in

the labour market.

But even forming a government is

fraught with booby traps. Mr Gonzalez'

socialists have 159 seats in the 350-seat-

parliament, giving him four broad options:

• A minority government which would
make deals with whatever forces were nec-

essary to pass specific legislation;

• A minority government in which he
would try to make a four-year deal with

the Catalan CtU (17 seats) and possibly the

Basque PNV (six seats) to support him but
not actually to join the government:
• A formal coalition with the CiU, which
would give him a parliamentary majority

and. perhaps, with the PNV, whose seats

would make the team unassailable:

• A formal coalition with the communist-
led United Left (IU), whose 19 seats would
also guarantee a parliamentary majority.

The two minority options could not in

any way be guaranteed to hold for long.

Mr Gonzalez is a superb political manipu-
lator but be is not a magician and the

degree of fiscal brutality required of this

new government will not allow him to

skip happily from party to party for su^

Mr Gonzalez must soon

decide whether or not to

take the peseta out of

the exchange rate

mechanism of the

European Monetary

System. Peter Bruce

examines the alternatives

Time to
grasp
the nettle
port. And there is no reason to believe

that even if the CiU were to make a
long-term pact to support the socialists fin

return, no doubt, for the transfer to Cata-

lonia of more political power) that they

could stick to it. The CiU is a divided,

opportunist party.

Any union with the [U would have to be
seen as a radical shift to the left by a

socialist prime minister who has spent li

years in government trying to do exactly

the opposite.

There may be people in the socialist

party who would be comfortable with the

IU but Mr Gonzalez is not one of them. He
has said he will only do business with
parties committed to the terms of the

Maastricht treaty on European economic
and political unity, which the IU opposes.

He has to find someone willing to

assume the risks of government with him
- and the Catalans entering government
would be the most secure and credible of
all the possible permutations. Mr Gonzalez
would also be more comfortable with the

CiU than any other party’.

But the CiU is a merger of two parties

and a dozen political ideas. From his perch

as Catalonia's premier. Mr Jordi Pujol the

CiU leader, regularly shrieks at Madrid for

its policy failures. But does he have the

vision to help run the country and not just

his own backyard?
The world may be about to find out that,

while the Catalans deserve their reputa-

tion as model small businessmen - careful

with their money and serious about debt

- they can also be politically provincial

and small-minded.

Spain's bankers, their balance sheets
battered by had loans provisions as the
recession takes its toll, pray for Mr Pujol

to sign up. He. however, has one small
problem. What if he joins a national gov-

ernment and it fails to stem job losses and
corporate failures? He would pay for it at

the next regional election in Catalonia.
He quite reasonably suspects that the

left wing of the socialist party will try

everything in its power to prevent Mr
Gonzalez implementing the serious labour
market reforms and budget cuts necessary
to help the country out of recession.

The socialist left has successfully para-

lysed fiscal restraint in the past four years
and Mr Gonzalez has yet to demonstrate
be is both willing and able to force his will

upon his own party. What needs to be
done once a government is formed is also

more or less clear.

First, wage inflation (wages are rising at

about 7 per cent this year) must be
brought under controL To do this. Mr
GonzAlez needs a social pact - a glorified

wages agreement - between government,
unions and employers. Each act in this

drama will be costly.

To get the unions to the table, he has to

get a strike law through the new parlia-

ment or at teast defend it in the form it

was before the election was called.

Employers hate this draft law because it

gives pickets wide powers of molestation,

the socialist party having dramatically

watered down an earlier tough version

drafted by the government.
But employers are chasing bigger fish

- the right to hire and fire more cheaply
and more rapidly - and the prospect or

landing them will also bring the bosses to

the negotiating table. Unions might con-

sider such reform if employers and govern-

ment pump more money into training.

Analysts say they want these talks to

begin soon and that they will be watching
for fudges. Without a profound reform of

the labour market, it is assumed Spain
cannot begin growing again soon.

Second, the 1994 budget will have to cut

back sharply on public spending. Until

now the government has identified its cen-

tra] fiscal problem as a lack of control over
budget deficits. This time, with GDP hav-

ing fallen by 0.5 per cent in the first quar-

ter and unemployment at a record 21.7 per

cent, the planned deficits in nominal and
real terms will come under pressure. Also,

the budget will have to be brought in on
time, at the end of September, giving the

government no prospect of a quiet August
holiday.

Punishment for delay or failure on any
of these fronts is possible expulsion of the

peseta from the ERM as speculators bet

again on the economy not being as strong

as the currency. Mr Gonz&iez may be
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Editorial production:

Phil Sanders

forced to anticipate such an outcome by
taking the peseta out of the ERM. He
would need to rationalise such a move as

being in the best interests of his country
- the same reasons as he gave for entering

the system in the first place.

The peseta would probably drift gently

down to around PtaSS to the D-Mark (its

central parity is PtaTSU to the German
currency now) and stabilise if reasonably

strict fiscal policies were put in place,

although the time pressure would not be
so telling. Interest rates could fall again.

Leaving the ERM need not change Spain
and it would only slow, not alter, Mr Gonz-
alez' s European ambitions. It would be far

worse for him if the markets removed the

peseta from the system. But lower interest

rates would encourage investment and it

would be easier to sell labour market
reform to the unions in a climate in which
employers were hiring again.

The danger of leaving the ERM is that

Spain, with the pressure to perform off.

would go to sleep. With the currency com-
petitive, businesses might not put off mea-

sures needed to improve overall competi-

tiveness. With low interest rates.

Spaniards might feel less incentive to

save.

But Mr Gonzalez does not change his

mind easily. The betting must be that he
will try to hold the peseta inside the ERM
and that he will genuinely try to put
together the policies to help keep it there.

But this time he needs Mr Pujol on the-

barricades with him.
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THE BANK OF SPAIN

A double-edged sword
THE story about the meeting
between Mr Felipe Gonzalez,
the Spanish prime minister, Mr
Carlos Solchaga, Spain's
finance minister, and Prof Luis

Angel Rojo, Governor of the

Bank of Spain, late in the after-

noon on May 12, says a lot for

the de facto independence of

the Spanish central bank.

Three weeks ahead of a gen-

eral election, the men had met
in the primp, ministerial com-

pound outside Madrid to dis-

cuss the collapse of the govern-

ment’s Tour-year effort to hold

the peseta among the leading

currencies of the European
Monetary System. The next

day, they would have to

devalue.

The Bank of Spain is not yet

officially independent so it was
up to Mr Solchaga to tell the
prime minister the bad news.
The decision was taken
quickly, whereupon Prof Rojo
is understood to have said the

Bank would be prepared to

accompany the devaluation
with an sharp interest rate cut.

“That,’* Mr Gonzdlez is

reported to have replied, "is

entirely up to you.”
The peseta was devalued 8

per cent in the exchange rate

GonzSIac wfll txy to revive Bank of

Spain statute as soon an possible

mechanism of the EMS the

next day and the Bank of Spain
cut its benchmark intervention

rate by 150 basis points to 11.5

per cent Three weeks later, his

political luck having, incredi-

bly, survived, Mr Gonz&lez was
reelected.

Parliament was already dis-

cussing draft legislation to

make the Bank of Spain inde-

pendent of the Finance Minis-

try when Mr Gonzdlez called

an early election. The draft law
was withdrawn and, later, Mr
Gonzdlez lost his overall major-
ity In parliament, making the

Rojo: wonders whether EC
governments lack courage

main parties in the country’s

leading autonomous regions,
Catalonia and the Basque
Country, power brokers in the
new parliament

It seems likely, then, that
while a new coalition or minor-
ity government headed by Mr
Gonzalez will try to revive the

Bank of Spain statute as rap-

idly as possible, it may have to

be rewritten.

The main opposition, the
conservative Peoples Party
(PP), had already made its

position clear before the elec-

tion campaign; that it was

Srichapa: told the prime minister

the bad news about devatuatkxi

unhappy with the way the

independence statute automati-

cally appointed the present

governor and deputy governor

to the same jobs in an indepen-

dent bank.
The PP did not have much

against Prof Rojo but made
clear it wanted some consulta-

tion to take place over the

appointment of the people who
run the new bank.

Most importantly, though.

Mr Gonzalez may come under

pressure to allow regional rep-

resentation on the board of the

independent bank; something

The Bank of Spake capthw to

not provided for in the pre-elec-

tion draft law but which the

regions want - and have the

political muscle to achieve.

Regional representation on
the central bank board could

take many forms — permanent
flafaian and Basque seats, per-

haps, with two or three others

rotating.

At present, the Bank is cap-

tive to the Finance Ministry

and Treasury on exchange rate

policy and, in theory although

less and less in practice, on
interest rates. Once control

over the peseta passes to the

Rfedstry and Treasury on i

Rank, with the regions repre-

sented, the fight to narrow
stark economic differences

between rich regions such as

Catalonia and poor ones such

as Extremadura could, come to

play a very strong role in Bank
decision-making.
Independence is, anyway, a

double-edged sword. Prof Rojo

sometimes wonders whether
the way EC governments are

approaching central bank inde-

pendence may not be just a

little lacking in courage. Cen-

tral bankers like himself may
soon find themselves not only

ratepoHcy fWunr AsfrtyAsfww*

the masters oF their exchange

rates but also responsible for

the fights their countries are

waging against inflation.

In theory, inflation would

have to have been beaten m
order for European Monetary

Union to occur in the first

place but the statute drawn up

for the Spanish Bank, possibly

because it is broadly modelled

on the Bundesbank, places a

considerable anti-inflationary

burden on its shoulders.

The problem with this is that

in Germany the Bundesbank is

much aided by the fact that it

was established long ago. in the.

public consciousness that infla-

tion is a bad thing. Thtsifenofc

the case with 'Spain; "whert

such a consensus does not

exist and where Mr GtrazS&s'

governments for the past XL

years have failed to mate any
effort to tell people about the.

evils of inflation forfeuTof

bursting the growth-and^peod-

ing bubble which Spaniards

have lived and voted .

long- ;
The next few nlonths wEQ 'be

ah interesting iilnstratton
:

;ef

how Spain works a* the;

government - stflI to.be jafijfed

at the time of. writing-goes

about redrafting a -st^i :
ef

independence for the Baatu^ .'

Mr Solchaga had'ajways
wanted to rush- a statute

through parliament because he
-

maintained thaFdoing-ltina
coalition governniebi - «h&dii

he correctly predicted .'is

months ago woifld ; :be;vtiie

result of the June 6 decani
- would be difficult He.fe'fcet

likely to be to the nexfrabiiiet

and the proMton 'wffi

successor’s.,;
1
-

The previous gOverniasSfi

had promised to have the tew

in place during 1994 sotbereis
not much time left. PrafRflto,

to the meantime, can rdat He
has more freedom than urafnf
his counterparts’ and the hard .

part has hot yet been thrustbn
his shoulders^ . i-'.V.

Peter Bruce

M adrid's Bolsa index is

hovering around the
260 mark which

means that the market has
already put on the 20 per cent

in value that at the begining

of the year had been forecast

for all of 1993. Spain, accord-

ing to whichever securities

house last offered its opinion,

is ready for underweighting or

ripe for a considered specula-

tive buying.

The first opinion requires

little by way of explanation.

Spain Is In recession - the first

quarter recorded a negative
0.5 per cent growth following

one of 0.2 per cent to the last

quarter of 1992 -and that is

reason enough to give it a rest.

The second option has the

analysts mostly sidelining fun-

damentals and focusing on
politics, or more exactly, on
what the politicians, whoever
they made be, will do about
interest rates. Discussion on
this will continue right
through to mid-July and the
investiture debate to elect a
new prime minister.

THE STOCK MARKET

Focus is on rate trend
Such is the level of debate

on government and on policies

that the security houses seem
to be employing more political

pundits than bustness analysts

and economic gurus.

It is only after the debate

next month that the markets
will gain a clear notion of
what government policies can
be expected following the

qualified victory of Mr Felipe

Gonzalez's socialist party in

the general elections on June
6.

And what they will be
looking for is the all-impor-

tant interest rate trend.

The central point is that the

Madrid market appears to be
driven more by interest rate

movements than by industrial

cycles.

A recent report by Tjdiman

Brothers on Bolsa strategy has

been the latest to underline
this and it notes that such a

driving force is less surprising
when the market constituents

-chiefly Hanks and electrical

utilities -are considered.
Spain has not had what the

UK, for example, would con-
sider a proper recession for 30
years but it has had periods of
slowdown of which the present

period is arguably the most
severe.

The market has. however,
tended to react more to rates

and less to the slowdowns.
This occured in 1975 in the

12 months that followed the

bottoming-ont of industrial

production; interest rates rose
and the market fell by 16.3 per
cent.

Midway through 1982, which

was when the previous big
slowdown reached a snail’s

pace, long rates remained
broadly unchanged for 12
months and the market put on
just 7.2 per cent
There was, true to form, a

stampede to sell in the 48
hours that followed Mr Gonz-
alez's electoral win.

A lot of market players had
clearly betted on a triumph by
the conservative opposition
which is perceived to be much
softer about defending the

peseta.

Later the Bolsa rallied and
this was because it formed the

opinion that Mr Gonzdlez, who
is short of an overall majority

and in need of parliamentary

allies, cannot in practice be as
supportive over the currency
as he wonld like.
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It is not that Mr Gonzdlez
does not want to cut rates. It

is that he is not willing to risk

any attacks on the peseta as a
result of doing so.

The prime minister’s poten-

tial coalition partners win
nevertheless press him to

bump-start the economy what-
ever the feared consequences

might be.

Fuelling the rally is the mar-
ket's perception that the prime
minister's dilemma will be
resolved for Him by the Bund-
esbank.
The consensus opinion is

that Spanish rates win track

the German ones and could
lose between 150 and 200 basis

points by early autumn.
More bullish analysts sug-

gest that this timing could be
perfect for the Bolsa.

The thinking is that the cuts

will coincide with a series of

social pacts, bringing together

the government
This sanguine scenario,

which naturally strengthens
the lowered rate lobby, leans

strongly on the prime minis-
ter’s perceived leadership
qualities.

It depends on Mr Gonzdlez
putting together first, well

before the summer break, a
strong coalition government
with dear, market-orientated

ideas on the economic prob-

lems -from inflationary wage
settlements to excessive gov-

ernment spending -that have
been building up for for too
many months.
The speculative buying opin-

ion thus sees a new rally to

the final months of the year
that could take the Bolsa
index beyond the 270 leveL

Tom Bums

BLUE CHIPS

Equities buzz
THE BUZZ phrase for those

who intend to stay in the Span-

ish equities market is to go for

the interest rate-sensitive sec-

tors. They stand to make gains,

always presuming that the

cots do occur, well before the

industrial cycle recovers.

This means banks - and par-

ticularly Santander, Popular

and Banidnter. a trio that can
represent up to 30 per cent of

any Bolsa strategy model.
These are the high yielding

equities in which every inves-

tor who was able to took up
positions as for back as anyone
can remember.
Those seeking to spread the

banking group representation
have begun to Include Banco
Bilbao Vizcaya (BBV) mostly
on the basis .of its improving
results, and Argentaria, the
newcomer this year to the
Bolsa which issued 25 per cent

of its equity to May.
Although not a significant

beneficiary of lower interest

rates. Argentaria is living a
honeymoon period with the
market and there has been a
considerable post-issue net
flow from domestic retailers,

who were favoured by the
placement, towards foreign
institutions. This is not sur-

prising for foreign interest was
very high during the public

issue with international inves-

tors subscribing 10.6 times the
shares on offer.

It is believed that interna-

tional investors may now hold

between 14m and 15m ordinary

shares in Argentaria up from

the lL7m that were offered in

the global tranche. This would
represent dose to 50 per cent

of the equity that was issued

and, according to Morgan Stan-

ley who acted as Argentaria’s

global co-ordinators, the pro-

portion could rise to 60 per

cent
The Autopistas, the Spanish

toll motorways, have consis-

tently been investor-friendly

stocks. They are obvious inter-

est rate cut winners and they

should benefit too, through an
influx of tourism, from the
peseta devaluations of the past
months
Meanwhile there is a mix a£

feelings about the three staple

ingredients of all Spain portfo-

lios: Telefonica, the telecom-

munications group; Tabacal-
era, the state-controlled

tobacco company; and the
energy conglomerate RepsoL
Telefonica posted a healthy

59 per cent net profit rise in

the first-quarter result but
there are market misgivings
about the potential impact of

European Community deregu-

lation on the government-con-
trolled telecommunications
monopoly. Investors were not
reassured by the government’s
approval of telephone tariffs

which fell short of what Tele-

fonica had hoped for.

Tabacalera faces just as
many imponderables. The mar-

.

ket has already discounted the

possible sale erf its food divt

sion Royal Brands and it sees a
less-than-clear strategic direc-

tion in the months ahead, to

spite of a lot of talk about
returning to its core-tobacco

-business:-' -

1

In theory. Tabacalera is a

candidate^ for partial privatisa-

tion hut its first-quarter results

were as disappointing as those

of 19921 Cigarette sales dropped
by 15 per cent in the first three

months.- This was not because

Spaniards have cut back on
smoking but because a Janu-

ary tax increase has prompted
a massive increase in cigarette

smuggling.
‘ Repsol, in contrast, delivers

sustained good feelings. The
most high-profiled of all;Span-
ish equities, Repsol was. able to

waive a -discount when, it

raised nearly $lbh in an April

global offering to institutional

investors.

The offering reduced the gov-

ernment’s holding in the
energy group by 1&3 per cent

to 41.1 per cent and it raised to

33 per cent the equity held by

"

foreign investors. The good
news . that shareholders
received at Reposl’s annual
general meeting this month,
apart from the forecast of
improved results, was that the

1992 payout will be raised to 43
per cent - it was 42 per amt- in .

1991 - and that it will be gradu-
ally increased to 50 per cart. -

Tom. Bums

CNMV

Madrid Bolsa’s watchdog
THE public share issue
undertaken by the govern-
ment-controlled banking group
Argentaria last month was
similar In size and public
impact to that of Repsol, the
energy group, to 1989.

The difference was that a
rumpus followed the allocation

of the energy group's oversub-
scribed equity four years ago
-hut all was ostensibly peace
and quiet in the equally
demand-driven allocation of
Argentaria shares.

The Repsol issue brought the
Madrid BoIsa's watchdog, the
Comision National del Mer-
cado de Valores. CNMV, into

the centre stage for the first
Hma
Then recently formed and

modelled on the SEC, the
CNMV took a very critical look

at the manner in which a lim-

ited number of Madrid security
houses had bent and broken
rules in order to obtain extra

volumes of Repsol paper for

their clients.

Some houses were fined by
the CNMV in the wake of the

energy group's share offering

and one was ordered to cease

operating.

There was no need for any
such disciplinary action last

month when Argentaria came
to the market.
The banking group, with the

benefit of hindsight and also

with the- experience of public

issues In the UK, took a series

of steps, such as the creation of

a shareholder register in

advance of the offering, that

the trail-blazing Repsol place-

ment had foiled to undertake.

The absence of controversy

was a backhanded compliment

to the CNMV. “It Is not that we
have learnt our job better,”

says Mr Luis Carlos Croissier,

the commission's chairman, "It

is the market that has Learnt

that it cannot act with impu-

nity. Anyone who wants to
commit an irregularity should
think three times."

But it would be quite wrong
to assume that all is now trans-

parency and ethical behaviour.
There are malpractices on the
Bolsa as there are on every
other market
One who in the past year

apparently foiled to think three
times about committing an
irregularity - or, rather, a
series of them - was a former
chairman of the Bolsa and the
former chairman, of the now
defunct Ibercorp hank
Mr Manuel de la Concha

came under CNMV scrutiny for

failing to properly identify
shareholders, among them a
former governor of the Bank of
Spain, who had invested in one
of his funds and for giving a
select group of them who were
his personal friends preferen-

tial treatment
Mr Croissier says the col-

lapse of Ibercorp and the sub-

sequent investigation of its

directors was “a positive
catharsis” for the financial sec-

tor. What he regrets is that the
public may have come to
expect too much from the com-
mission. It is not its job to
assess bad debt risks and to

ward off bankruptcies.

It is proving considerably
harder for the CNMV, how-
ever, to unravel the the
extremely complex web of
interests that were built up in
Spain by the Kuwait Invest-
ment Office through Grupo
Torres, the investment arm
that the KIO set up in the 1980s
and which went into receiver-

ship six months ago.
Potentially the investigation

is politically sensitive. This is
because opposition parties
claim that Grupo Torras
investments should have been
approved by the cabinet
because the KIO la an agency

of a sovereign nation. The gov-
ernment says that approval
was unnecessary because the
purchases of Spanish assets
were made by companies
which although owned by the
KIO were based to the Nether-
lands and therefore they were
treated as Investments from
the EC.
To a great extent the CNMV,

which is still a young institu-
tion with a small staff, is learn-
ing the regulatory business as
it goes along. This was illus-
trated at the end of last year
when a bitter fight to control a
small property group prompted
allegations that the CNMV was
favouring one of the parties,
the powerful Banco Bilbao Viz-
caya banking group.
The row erupted when BBVs

property unit foiled to submit a
written counter bid for the tar-
get company and ran instead a
series of press advertisements
in which it urged shareholders
to reject what they were being
offered because it intended to
improve the first bid. Under
the terms of takeover rules
published in 1991, the BBVs

unit should have registered its

competing bid with the CNMV
together with a pricing pnh
spectus.

The CNMV took the vfew
that there was nothing to the
takeover code that explicitly
prohibited successive fnformal
bids. Critics said such an atti-

tude severely comprised its •

position as a regulator.
.

•

Mr Croissier stands 1 by • his
interpretation of the role book.
Ultimately, what the CNMV.
seeks is the best deal possible

'*

for minority shareholders. In
the row over the property com-
pany his judgment was vindi-
cated because the drigtoal bid
was first improved ' and the
final price to minority share-
holders was higher still when
the two competing parties
eventually presented a joint
bid.

As with the Repso share
issue, the market has taken a

another lesson on board.- An
*

important precedent was estab-
lished and It will apply to
future takeover battles.

Tom Bums
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Foreign banks in Spain Spanish banks in Portugal

A sign of confidence Shivers down the spines
THE biggest sign of confidence
so far this year in Spain and in
its financial sector has been
neither the rush to buy shares
in the Argentaria state bank-
ing corporation nor J. P. Mor-
gan's Involvement in an impor-
tant rights issue by the
under-capitalised Banesto
group. It has been Deutsche
Bank's decision to spend $3S0m
on the

j

acquisition of a medi-
um-sized Spanish hawlr

The purchase followed a
period of familiarisation with
the domestic market which
apparently convinced the Ger-
man bank that there was good
business to be done in Spain.
Deutsche Bank first moved

Into the Spanish retail market
in 1988 when it bought outright
the IOO-branch Barcelona-based
Banco Comercial Transatlan-
tico (Bancotrans), a bank that
it bad founded early in the cen-
tury and which it forfeited
after the Second World War. At
Bancotrans, Deutsche Bank
began to develop mortgages
and also niche products such
as car loans which were novel
to Spain.

The second acquisition
involved Banco de Madrid, a
subsidiary of Banesto. Banco
de Madrid’s 300-branch net-
work in the Spanish capital

and central Spain compliments
the Bancotrans presence in the

north-east of the country and
together the two units make
Deutsche Bank the biggest for-

eign bank operating in the
domestic retail sector.

Deutsche Bank is now bigger
in Spain than Credit Lyonnais
which bought two bank net-

works, each with about 150

brandies, in 1990 and 1991 and
it is neaiiy double tbe size of

NatWest and of Barclays who
both began building up Span-

ish networks in the 1980s.

The German bank’s move is

by any standards a long-term
investment It now faces the

testing task of welding
together its two branch net-

works and moulding them to

Deutsche Bank's own corpo-
rate culture.

Complex in-house informa-
tion systems which were
installed in Bancotrans now
have to be extended to Banco
de Madrid and it will take at

least eight years before
employees extract optimum
benefits from the technology.

What Deutsche Bank has
done is to buy a market quota. .

The strategy has been similar I

Bank of America dealers In Madrid: Setting up a bonking office In an optimum location requires a lot of money

to that of Credit Lyonnais
whose purchases of Banca
Jover in Barcelona and of
Banco Comercial. based in

Madrid, both subsidiaries or

Banco de Santander, also

aimed to establish a solid pres-

ence in the centre of Spain and
in the north-east
This is a quick route into

Spain and it contrasts with the

step-by-step approach devel-

oped by Barclays over the past
10 years following its purchase
of a small, and bankrupt,
domestic bank.

The market quota strategy
has an in-built advantage
because Spain is a thoroughly
overbanked country that has
more bank branches per head
of population than anywhere
else in the European Commu-
nity bar Luxembourg.
Setting up a banking office

in an optimum location, as
Barclays has done, requires a
lot of money and an equivalent

amount of patience.

The obvious positive

elements in the step-by-step

strategy are that the
institution is able build up its

staff gradually and according
to its own standards and that

it can likewise choose exactly

where it wants to open for

business.

Foreign banks who would
follow Deutsche Bank and
others into Spain have both
models to choose from.

A market quota is readily at

hand in the shape of Banco de
Fomento, a subsidiary of
Banco Central Hispano (BCH),
with a nationwide network of

165 branches.
BCH was in negotiations to

sell its unit earlier in the year
to Banque Nationale de Paris

(BNP), but the talks broke
down allegedly because the
price was too steep.

At the beglnlng of this

month. BCH paved the way for

Fomento’s future disposal by
paying the equivalent of $82m
for the 32 per cent of the hank

that it did not already own.

Profile of the economic crisis
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Sowml Bonk at Span

The broking houses

Locals were winners
IT was hard, during the first

half of this year, not to bump
into a group of globe-trotting

merchant bankers in the lobby

cf any one of Madrid’s top half-

dozen, betels. The billion-dollar

issues of Repsol and of Argen-

taria had teams of them arriv-

ing every other day from New
York and London.
Goldman Sachs and Morgan

Stanley, the OS banks who
acted as global coordinators in

the Repsol and Argentaria

offerings respectively, were out

in force - as was S. G. Warburg
which was co-lead manager for

the UK tranche in both issues.

There were smaller teams from

a rfrrtrh of other international

houses who had secured minor

roles in the placements.

All the merchant bankers
gainoH something, some more
than others, through their

involvement in the offerings.

But arguably tbe real winners

were not the top global firms

but the domestic institutions

who for the first time played a

part in important deal-making.

The two huge issues repre-

sented a big step forward for

Banco Bilbao Vizcaya (BBV)

which was co-global coordina-

tor with Goldman Sachs in the

Repsol issue, and also for

Argentaria whose broking unit

was likewise teamed up with

Morgan Stanley to the issue of

the parent bank. ^
In particular the two offer-

ings represented a break-

through for Banco Santander

de Negodos (BSN), the premier
domestic merchant bank,
which joined forces with S. G.

Warburg as co-lead manager in

the large UK placements of

both issues.

The Repsol offering under-

lined the strong role that Gold-

man Sachs has consolidated In

big Spanish deals. The US
hank established its reputation

in Spain by guiding Telefonica

shares on to the international

markets in the mid-1980s and
this led it to secure the coordi-

nation of 26 per cent of Repsol

shares in 1939. Goldman Sachs

then went on to lead the subse-

quent flotation of Endesa, the

state-controlled electrical util-

ity.

The Argentaria issue was
highly important to Morgan
Stanley because the US bank
has its eyes on forthcoming
privatisations in France and In

Italy. Morgan Stanley discov-

ered that it was able to tap a

very rich vein of American
investors who were extremely

interested in European banks.

S. G. Warburg bad wanted to

lead a European placement for

Argentaria and received a
minor setback when the bank-

ing group gave it responsibility

only for the UK and awarded a

continental Europe tranche to

Union of Bank of Switzerland.

The London-based bank
- which already had Repsol's

UK offering under its belt
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- has, however, established a
strong link between British

Investors and Spanish securi-

ties.

All the three global firms

which were most involved in

the issues were "shadowed" by
Spanish institutions. The expe-

rience was at first unsettling

for none wanted to share Its

expertise in international book-

building but by the end there

was a fair amount of praise.

“If we do another issue we
will be much more confident

about Spanish institutions,"

said an executive of one of the

US bank's involved in the
placements. The general view,

somewhat to S. G. Warburg’s
chagrin, was that BSN had
"been learning a lot" and
gained "very useful exposure"

as the co-leader in the UK for

the two placements.

BSN certainly revelled in its

opportunity. “Goldman got its

break when it placed Telefon-

ica and then it got mandates
everywhere and all the way to

Mexico," said a senior execu-

tive at tbe Madrid-based bank.

"The key to getting a deal is to

have done one before and that

is what we have achieved."

BSN - a subsidiary of Banco

de Santander and headed by
Ms Ana Patricia Botin whose
father . is chairman of San-

tander— has already built up
considerable International

experience to Latin America
and particularly In Mexico
where it has managed the

Emerging Mexico Fund, mata-

dor bond issues and equity

placements.

Flushed with its involvement

in the Repsol and Argentaria

issues, BSN now casts itself as

a potential "Latin” Goldman, a
specialist in big "southern"

deals stretching from Italy to

Chile.

Goldman and J. P. Morgan
are role models for BSN. Its

executives, all young and
invariably foreign-trained,

admire the deal-orientated

motivation and the team spirit

of the two US banks. Ms Botin

was herself employed for sev-

eral years by J. P. Morgan.

Whether BSN secures big

mandates in the Hispanic

world and elsewhere remains
to be seen. But the bank is

likely to play Increasingly

important roles In future Span-

ish privatisations.

Tom Bums

The outright takeover was to

the form of an offer of one BCH
share for every two of Fomento
and it was accompanied by a

commitment from BCH to put

aside Fomento's cash flow,

which stood at $47.5m last

year, for pension funds and
reserves.

BCH's move has put a

clearer valuation on Fomento
and its decision over the cash

flow will serve to make the
unit more attractive to
potential buyers.

Fomento’s coverage of

non-performing loans stood at

70.5 per cent last year, down
from 84.4 per cent in 1991.

The step-by-step strategy
tntn Spain has to the meantime
been made easier by the
continuing process of network
rationalisation that is being
conducted by all the big

Spanish banks, and
particularly by BBV and BCH
which have an oversupply of

branches as a result of the

respective mergers.

Tom Bums

WHEN Mr Mario Conde,
president of Banesto, Spain's

biggest banking group,
suggested at a recent annual
general meeting that his insti-

tution could merge with Banco
Totta e Acores (BTA). Portu-

gal's leading private bank, he
sent a shiver down the spine of

many Portuguese bankers.
Portuguese newspapers have

for long been talking about the

invasion of Portugal by Span-
ish hanks and other busi-

nesses. But bankers paled at

the idea of tbe takeover of one
of the country’s big four banks.

But when the uproar died

down, people were faced with

another of Mr Conde 's state-

ments made at the same meet-
ing; that directly or indirectly

he owned more than 40 per
cent of BTA.
"In fact Mr Conde probably

controls about 50.5 per cent of

BTA. There is simply no doubt
that be owns the hank," says

Mr Joaquim Luiz Gomes, an
analyst with independent bro-

kers Midas investimento in
Lisbon. The legal limit on
direct foreign ownership of

BTA is 10 per cent, soon to be

raised to 40 per cent.

According to senior officials

at BTA. there is little likeli-

hood of a direct merger
between the two banks. A
more probable scenario is that

J. P. Morgan, the US invest-

ment bank which is expected
to take a stake in Banesto, may
form a holding company that

will control the shares of the
two banks.
Banesto led the Spanish

invasion by buying into BTA
in a privatisation operation.

Other Spanish banks bave
taken a variety of other routes

and there are now at least six

Spanish banks operating in

Portugal today. But to some
the word "invasion" to

Conde: told meeting he owned
more than 40 per cant of BTA

describe this process remains
over-inflated.

"Spanish hanks bave at the

most a 10 to 15 per cent share
of the Portuguese market at

the moment,” say’s Mr Miguel
Namorado Rosa, chief econo-
mist with Banco Comercial
Portuguese, a leading private
hank. "Over the next 50 years

this may expand to 30 per cent

of the market. But what is

going on is a natural process of

regional expansion between
two closely connected econo-

mies rather than an invasion."

This year, a Spanish bank
became the biggest single

shareholder to BCP in a share
swap under which Banco Cen-
tral Hispanoamericano
acquired 10 per cent of BCP to
exchange for 2 per cent of its

own shares and 50 per cent to

Spain's leading private bank-

ing institution. Banco Banff de
Gestion Privada.

BCP intends to protect itself

from any expansionist ambi-
tions by changing its statutes

so that any institution acquir-

ing more that 10 per cent of the

bank has a maximum of only

10 per cent of voting rights.

BTA and BCP both remain
Portuguese banks with large

Spanish shareholdings. Banco
Bilbao Vizcaya (BBV) decided
to establish itself in its own
right when in 1991 it paid
£lZ0m to buy out Lloyds Bank
Portugal which was then a
small corporate bank with 12

branches.

Since then the bank has
grown to 57 branches as BBV
pursues a strategy or building
a universal bank with enough
critical mass to compete along-
side the big operators. The
bank has introduced its own
culture, investing in some
15,000 hours of training a year
and despite its big expansion
has only increased the number
of its staff by two.

In this time, the number of

customers has increased four-

fold. BBV has invested Es300bn
(£1.3bn) in information technol-

ogy and increased the number
of its large corporate custom-
ers to 387 and its small- and
medium-sized company clients

to 100,200. The number of staff

working in the head office has
fallen from 46 per cent of the

total to 27 per cent as BBV has
created a series of para-bank-
ing companies from leasing to

brokerage. "Portugal is a prior-

ity area for BBV along with

Morocco and Latin America,”
says Mr Jose Luis Jolo Marin,
managing director of the

bank's Portuguese operations.

"We currently have about 1.5

per cent of the Portuguese
market Our aim is to build

this up into a critical mass of

about 5-7 per cent over the
next three years."

Mr Jolo Marin is aware that

this cannot be achieved by
organic growth alone. “We are

on the look-out to buy into

another Portuguese bank or

perhaps reach agreement on
swapping networks or simply

buying branches from an exist-

ing Portuguese bank.” he says.

to four or five years, when it

has reached the required criti-

cal mass. BBV will seek a Por-

tuguese partner, who will be

offered 20-10 per cent of the

bank.
Spain's Banco Santander fol-

lowed yet another route by
buying a substantial share or

Banco Comercio e Indust ria.

for which it has now requested

permission to make a 100-per-

cent takeover with its partner

the Royal Bank of Scotland

Santander is Spain's second-

most-successful bank in Portu-

gal after Banesto, but it only
has a 2 per cent share of the

market “That is not enough to

'When a bank moves it

is because it sees an
economy with good
opportunities. That is

why Spanish banks are

moving into Portugal'

talk about an invasion." says

Mr Gomes, "In my view, Ban-
esto is the only Spanish bank
that has made it big so far.”

What has Spanish banking
given Portugal? ‘‘We have
introduced successful new
products but 1 think Portu-
guese banks are just as imagi-

native as we are in that

respect." says Mr Jolo Marin.

“What we are doing is bringing

new life, new competition and
new business to the market
When a bank moves it is

because it sees a fast-growing

economy with good opportuni-

ties and that is why Spanish
banks are moving into Portu-

gal.”

Peter Wise

May1993

Banco Bilbao Vizcaya,SLA.

and

AXASA
hawsentered into ajointventure agreement

to devnlcp their insurance activities in

Spain throughthe estabfistvnentof

AXA Aurora, SLA.

the holdingcompanyo(Aurora Polar, Sodedad
Andnfma de Seguros y Reaseguros and
AXA Gestidndo Seguras y Reaseguros.

The undoraHjned Initiatedmb transaction, acted as
financial advisor to BancoBKno Vizcaya. SA

and assisted in the negotiations.

Salomon Brother*

April 1993

Hobsa, S.A.

hassoldits participation in

Barclays Bank,SAE.

to

BarclaysBankPLC

The undersigned acted as financial

advisore Hotea.5A

Salomon Brothers

March 1993

BancoEspario! tie Credrto, 5.A.

has said

Bancode Madrid, S.A.

to

BancoComerctaiTransatlantico, S.A.

a subsidiary ol

DeutscheBankAG

The undarsignad initiated (Mstransaction, acted as
financial advisor to Banco Espariol de Credrto. SA

and assisted in the negotiations

Salomon Brothers

December 1992

Caja de Ahorros y Pensiones
de Barcelona

and

Fortis International, N.V

have entered intoa Joint venture agreement
to devetop their Insurance activities in

Spain through the estabfishment ot

CAJFOR.S.A.

the hotting company of Ufa insurer VidaCabca,

non-life insurer SegurCaixa and Ihe sales
organisation AgenCaixa

Tha undarsignad Mtiatad this transaction, acted as
ftnancH advisortoCepdo Ahonosy Peraones
da Barcelona and assisted in the negotiations.

Salomon Brothers

September 1992

Banco del Comercio,SA

a subsidiary ot

Banco Bilbao Vizcaya, SLA.

has enrered mo) a bancassurance
agreement with

Aurora Potoq Socledad Anonima de
Seguros y Reaseguros

The undersigned initialed this transaction, actedas
financial advoor to Banco del Comeraa. SA

and assisted m the negotiations.

Salomon Brothers

June 1992

Sodete GinArale

has sold 28 branches ol

Societe Generate SucursaJ en Espana

u

Banco del Comercio, S.A.

a banking subsidiary of

Banco Bilbao Vizcaya, SA.

T7w undersigned initiated this transaction, acted
as financial advtsor to Socaire Generate

and assistedm the negotiations

Salomon Brothers

June 1992

Banco Bilbao Vizcaya,SA
through its subsidiary

Banca Catalans,SA
has sold

Banco Industrial del Mecflterrdneo,SA
to

Espfrito Santo Financial Holding,SA
and

Banco Espfrito Santo e ComerciaJ de
Lisboa,SA

The undarsignad Initiated tWa transaction, acted as
financial advisor to Banco Bflbao Vizcaya. SA

end assisted in toe negotiations.

Salomon Brothers

November 1991

Banco Zaragozano, SA
has sold 49% participations in its insurance

subsidiaries

Uniseguros,SA
and

Uniseguros Vkla y Pensiones, SA
to

Groupedes Assurances Nationales

The underngpied mitiatad mis transaction, acted as
financial advisor to Banco Zaragozano. 5A

and assisted inthe negotiations

Salomon Brothers

LEADING ADVISORS TO
FINANCIAL INSTITUTIONS IN SPAIN.

Salomon Brothers
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domestic banks

Caution and consolidation
SPAIN'S private banka association, the

AEB, forecast this month that 1933 profits

for the sector as a whole would be similar

to the Pta529bn that it posted last year.

The estimate suggests, on the one hand,

that bank results are now stabilising and,

on the other, that a division between the

more and the less profitable institutions

that emerged decisively in 1992 is likely fo

remain in place.

The bankers will be pleased to see no

further losses in 1993. Nobody in the sector

cares to recall 1992. a year that was char-

acterised by most bank chairmen as the

most difficult in a decade and which saw

the overall profit of the domestic banks

fall by 15 per cent
The fall was not, however, evenly

spread. A breakdown of the 1992 results

showed tirmhHng profits for Banesto, for

Banco Bilbao Vizcaya (BBV) and for Banco

Central Hispano (BCH). but unproved

income, albeit by less than in the past at

Banco Santander and at the always

extremely profitable Banco Popular.

Argentaria, which was reporting its first

full financial year, showed a healthy

profit.

The wide gulf that can exist in Spam’s
banking sector is illustrated by comparing
the extreme cases of Banesto and Popular.

Banesto's average assets last year were

more than double those of Popular but

Popular’s market capitalisation this month
was nearly twice that of Banesto; Popu-

lar’s ROA in 1992 was staggering 2.12 per

cent, while Banesto's was 0.26 per cent
The losers last year blamed their poor

results on a sharp decrease in extraordi-

nary income through disposals. This will

o longer be necessarily the case for prof-

its from non-banking business for the sec-

tor as a whole was up to Pta20bn in the

first quarter of this year against the

Ptal2bn total in the first three months of

last year.

Since January, Banesto and BCH. who
were both notably below the Gault line that

separated the profitable from the less prof-

itable, have disposed of a national branch

network and three regional networks

respectively.

But the chief reason that the losses may
have bottomed out is that the alarming

increase of non-performing loans that set

in last year appears to have peaked. On
the strength of the first-quarter figures,

the AEB estimated that the non-perform-

ing loans this year will rise to Pta300bn

against the 1992 total of PtaSOObn.
First-quarter provisions by the sector as

a whole this year were up by 40 per cent

against the first three months of 1992. At
PtaSObn, the first-quarter total was similar

to the average volume of three-month pro*

visioning in 1992, when, bad debts, and

The banks have tightened loan
pofictes and are dragging their

feet over cheapening cnecfits

provisions, escalated sharply in the second
half of the year.

Caution and consolidation are now the
watchwords and the hanks have considera-

bly tightened their loan policies. They are

also dragging their feet over cheapening
their credits and passing on to their cli-

ents the lowered rates that the monetary
authorities introduced following the pese-

ta's May devaluation.

The tardiness over the rate cuts under-

lined a clear policy difference between the
private banks and the state-controlled

Argentaria group which brought its prime
fending rate in mid-June down to HJiO per
cent, just 25 basis points above the bench-
mark rate set by the Bank of Spain.

Mr Francisco Luzon, Argentaria’s chair-

man, said the move anticipated general

cuts throughout Europe and that It repre-

sented his banking group’s contribution to

economic recovery. The rival banks in the
private sector believed however that
Argentaria had acted in response to the
pleas by the Economy Ministay, which is,

after all. its master, for cheaper money.

The AEB said it would be "very diffi-

cult
1
* for the sector to shadow the official

cuts in the short term. This was in part

because the interest ratesensttive inter-

bank market provides only 10 per emit of

the funds raised by the private banks. It

was also because margins are already very

squeezed; the average current account was
delivering an interest of 8.7 per cent at the

end Of March against 834 per cent at the

begining of the year..

In their different ways all the banks are

presently very active: Banesto, the weak-

est of the big banks, is undergoing a
remarkable capital increase with the aid of
J. P. Morgan of the US; BBV is demonstra-

bly improving its operating profits; BCH is

determinedly tackling its merger traumas;

and Santander, ever title domestic sector’s

pacemaker. Is out in front with an attempt
to break into the mortgage market
The heightened competition will no

doubt be a factor against any swing
towards greater profitability for the sector

as a whole. Gone are the cosy quasi-cartel

days that existed until the late 1980s when
domestic banks respected each other's

business and were tightly regulated.

The competition will also ensure that the
division between the more and the less

profitable big hanira remains very much in

place. The present slump for the banks is

not uniilm the one at the start of the 1980s

when the economy also ground to a halt

and there was a dramatic increase in bad
loans. Bat there is one key difference.

“In the early 1980s, we all came out of
the banking crisis In step. Now our
starting positions are quite different," says
Mr Luis Vails, cochairman of Banco Popu-

lar.

Investors are going to have to chose
between those who are starting well

behind and offer very attractive prices and
the expensive front-line favourites. Across

the field, however, none Is likely to tare

worse than in 1992.

Tom Bums

PROFILE: Banco de Santander

Foreign cushion eases

E PROFILE: Banco Central Hispano

Post-merger difficulties

SPAIN'S bank chairmen this year told

their shareholders a fair amount of bad

news. One after another they warned
about worrying loans portfolios and slug-

gish credit demand. Banco de Santander’s

Mr Emilio Botin told'his annual general

meeting about a growth strategy that had

nothing to do with the recessionary

domestic climate.

Together with Banco Popular,a smaller
bank that is just as tightly managed and
is even more profitable, Santander is a
domestic banking success story. Its BOA
last year stood at L10 per cent and its bad
debt coverage at 96.6 per cod. Popular, in

comparison, had an BOA of 2.12 per cent

and bad debt coverage of 843 per emit
while the figures far Banco Bilbao Viz-

caya (BBV) were 036 per emit and 703
per cent.

Mr Botin was able to talk growth to his

shareholders because Santander is solidly

based outside Spain. Popular, which is

about 50 per cent owned by foreign insti-

tutions and individuals, makes a lot of
money because over the years it has selec-

tively drawn top domestic clients into its

fold. Santander, a bigger banking group
with consequently larger ambitions, has

looked abroad for business.

International business contributed
6205m to the bank's consolidated 1992 net

profits of $577.1m. "The time will come
when half our assets and profits will be
abroad. That is our objective and that is

where we are going,” Mr Botin said.

Santander’s bumness outside Spain has
three principal legs. In Europe, where it is

a significant shareholder of the Royal
Rank of Scotland and of Portugal's BCL, it

has pioneered the Interhanking On Line

System, IBOS, whit* faoote fogi^Jts
British and Portuguese partners as weu

as Credit Comerdal de

North America it Is the main sharetoMw

of the fast-growing New Jersey bank.

First Fidelity Bancorporathm.

The third leg is Santander’s growing

involvement in the emerging markets of

Latin America where It has built up a

strong corporate finance business. One of

the group’s latest successes has beat w-

lead with Colombia's Corfivalle invest-

ment lank, of a $130ux Eurobond issuea

by tiie Republic of Venezuela.

a Hut to capture a sHce of the mortgage

^Sket byoffering sharp rate ents-fo

home buyers. .

The "lending war” provoked by the tans

was vintage Santander aaereyidn- The

hanking group bad already showed^
mettle when it unleashed a *depodt wa£
at the end of the 1980s by launching Ugh

UOUUUUICi o “ -— ,
it to ride out’ the hard bumps of the

The foreign-earned income that

flows into the bank has a very

dear function

domestic ride. In the second half of May
the Hank announced a $195m preferential

sharp i<aaia in the US. This was the fourth

such issue in 18 mmmiBis and it completed

a programme which has raised a total of

$750m for tiie group.

The foreign-earned income that flows

into the hank as well as the expectation

of more to come, has a very dear func-

tion; it has allowed Santander to take

singular initiatives that have the dual

purpose of raising tile bank’s profile and
of rnidwtndning domestic competition.

At a time when rival banks in Spain are

battling to rein in their non-performing
loans, Santander is using its liquidity to

farther squeeze margins in the domestic
market. In advance of last month’s prefer-

ential share issue, it rocked its rivals with

The current account assault .on the

domestic banking system forced.rival, and

less liquid, banks to producedmilar

expensive products. And es margins nar-

rowed across the board, Santander ara-

fortaWy increased, its client base, - v

Santander’s quota of the domestic mort-

gage market quota stands at less than 4

p«- emit loans to hamebuyers reprer

sent only 8 per emit of its total lending.

The bank aims to Taise its mortgage activ-

ity to represent between 25 and 30 per

emit of its lending, a level considered nor-

mal among European banks.

Unlike the “deposit war" initiative

which took Santander’s rivals so much by
surprise that it was months before they

were able to offer similar high Interest

current account products, tiie bid for' the

home-buying public has met with a fast

response. With the notable exception of

Banesto, hawking institutions have also

significantly brought down their rates, ' •

The difference between Santander and

its rivals in what looks like becoming an

increasingly competitive domestic battle

is that Mr Botin’s bank has its weQ-fo-

cosed foreign dnnenstan. With growing

assets and profits abroad, Santander has a
fwiitt in advantage on

.

the home front. - /-

Tom Burns

PROFILE: Argentaria

Ambition and motivation

BANCO Central Hispano
(BCH). the biggest domestic
private bank in terms of
assets, Is unlucky. Banking
mergers are always expensive

and never easy; when they
occur in a recessionary climate

they become very difficult

The union between Banco
Central and Banco Hispano
Americano that brought BCH
into being was announced
midway through 1991 just as
the economy was beginning to

slide. Last month, Mr Jose
Mara Aimusategui, the BCH
chairman, gave a very a strong
“I am in charge" message that
only served to underline tiie

post-merger difficulties.

Analysts note that BCH was
the sole domestic banking
group to port a drop in its net
interest income last year and
that its cost-to-income ratio
was, at 723 per cent, substan-
tially higher that that of other
institutions. In its 1992 bal-

ance sheet, BCH was farced to
put aside Pta67bn for bad defat

provisions and a farther
Pta3.2bn to cover deprecia-
tions in its portfolio.

Mr Aimusategui, former
chairman of Hispano

Americano, the smaller of the
two units, became president of
BCH last October, succeeding

Mr Alfonso Escamez, the vet-

eran Central chairman who is

something of a living legend

in the domestic banking sec-

tor. Within six months Mr
Aimusategui had stamped an
aggressively personal style on
the group.

The Almnsategui revolution

essentially consists in cutting

out senior executive lev-

els - the managing director

slot has disappeared - and
concentrating all reporting on
the chairman's office. This
applies both to the core bank-
ing business and to tiie net-

work of industrial interests

that involve tiie BCH group.
Mr Aimusategui toyed with

the idea of pooling BCE's
industrial interests info a sin-

gle holding; much as Banesto
has done with its Corporadon
Banesto. With a background in
public sector industrial con-
glomerates - he has held top
jobs in both INL the state
holding company, and in INH,
the chief shareholder of the
Repsol energy group - Mr
Aimusategui is a firm believer
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hi corporate umbrellas.

In the event he has stopped

short of travelling all the way
down the Banesto road but he
has considerably tightened
head office control over the
bank’s industrial assets.

Under his newly imposed
system, Mr Aimusategui will

personally review the budgets
and business plans set by each
BCH-controlIed company and
he will likewise pass judgment
on how targets have been met
The system must be unsettl-

ing for the companies which
have grown used to minimum

BCH’s chairman says he
is seeking unified

management criteria

interference from what used to

be a mostly handsnff share-

holder. “From now on I have
told every chairman of the
industrial group that I am on
the end of the phone line. It

would be an error therefore if

they failed to ring me when
necessary,* Mr Almnsategui
said recently.

BCH’s chairman says that
what he is seeking is unified

management criteria for the
group. He has set in place cen-

tralised teams at bead office

which will shadow the differ-

ent companies within the BCH
group in four specific areas:

financial relations with the
parent bank; strategic plan-

ning; budgets; and market per-

formance.
The revolution also involves

creating a specific BCH image.
Modelling Itself cm campaigns

sible through disposals. Three
regionally-based subsidiary
hanks have been sold off tins

year and a fourth subsidiary,

Banco de Fomento which has a
165-branch national network,
is also up for sale.

In March, France’s BNP
withdrew from negotiations to

acquire Fomento, allegedly

because of the Pta473bn price

that BCH had placed on its

subsidiary.

BCH's chairman claims that

for the duration of this decade,

the banking group could raise

profits of Pta30bn-40hn annu-
ally through disposals of the

group's varied interests. The
estimate is a very reasonable

one for BCH has valuable
stakes in a broad spectrum of

Spanish blue chips. The bank
is also the leading shareholder

of Cepsa, the petrol refiner

and distributor, the construc-

tion company Dragados, the
property group Vallehermoso
and the sugar-based food
group Azncarera.

Mr Aimusategui told an
interviewer that be bad no
Intention of selling off such
crown jewels unless “situa-

tions of real necessity" were to

take place. With a merger pro-

cess underway at an unfavour-
able moment, It Is more than
useful for BCH to have such a
safety net

Tom Bums

ARGENTARIA, the
state-controlled banking corpo-

ration, issued 25 per cent of its

shares on the international and
domestic markets in mid-May
and as far as investors are con-

cerned it has become another

big Spanish banking group to

be put alongside BBV. San-
tander gwri the other players in

the domestic system.

The track record by Argen-

taria shares since its Slbn
placement has been impres-
sive. But now that is fully

exposed to international fund
manager scrutiny, questions
have already been asked about
how much more can be reason-

ably expected from an invest-

ment in Argentaria.

On its the first day of trading

Argentaria’s share value rose

briskly from its opening price

of Pta3300 to Pta4305 before

easing to Pta4330 - a rise of

more than II per cent which
indicated that the banking
group had set an intelligent

premium. A month after the
issue, in mid-June, Argentar-

ia’s share price stood at

Pta4,67D.

The securities house James
Capel has been one of the earli-

est to sound a note of caution
over the group's future prog-

ress. Its bottom line conclusion

is that Argentaria's share price

has gone as far as can be rea-

sonably expected for quite
some time.

The reasoning by Capel, and
by other analysts, is that inves-

tors are not doing themselves a
favour if they begin to view
Argentaria on exactly the same
terms as they might the big

private sector banks.

Argentaria certainly looks

like its rivals. At the mid of

last year it was the third-

ranked hanking group in terms
of total assets, behind BBV and
BCH; the third, behind BBV
and Santander in terms of net

income; the fourth, behind
BBV, Santander and BCH in

terms Of rngrkpt raprfailigfttinn;

and after the May share issue,

it was the third, behind BCH
and BBV, in terms of share-

holder funds.

But such figures are decep-

tive for Argentaria is not like

the other big banking groups.

It is essentially a corporation

that was bundled together in

1991 by the Economy Ministry

out of a series of state-owned
financial Institutions.

Argentaria is the sum of

Banco Exterior, the former
export credit bank: of Caja
Portal, the savings bank linked

to the Spanish Post Office; and
of three specialist banks that

have established niches In the

mortgage market, in providing

financial services to local gov-

ernments and to the agricul-

ture sector.

The corporation's manage-
ment is wholly market-orien-

tated and it measures itself

constantly against its private

sector rivals. Mr Francisco

f.nann, chairman, was the ris-

ing star of Banco Vizcaya and
he moved, initially to Exterior

before the formation of the cor-

poration, in the wake of Viz-

caya’s 1988 merger with Banco
Bilbao.

Mr Luzon, widely considered

to be the most professional

domestic banker of his genera-

tion, has attracted some 70 for-

mer Vizcaya colleagues over to

Argentaria to create one of the

most dynamic senior,executive
teams in Spanish hatikmg.

The path ahead for Mr
Tjwnn as he moves to position

Argentaria alongside the pri-

vate sector in terms of busi-

ness mix and underlying profit-

ability. may be perfectly dear
in the charts flat he and his

coDeagues have prepared but
in practise it could come up
against confusing signals.

Present profitability is not in

doubt Argentaria lifted its

first-quarter net profits by 14

per cent to Pta21.2hn. In 1992,

its first full financial year, it

A group of highly skilled

market professionals has
been put to work

ported net profits of Pta07.4tan.

What analysts are looking at is

where those profits are coming
from and they are asking
themselves whether they are
sustainable.

A close look at Argentaria’s
balance sheet suggests that Mr
Luzon and his team are deliv-

ering profitability through
spectacular success in their
recovery of loans that had been
written off by an apparently
slack former management.
Last year such recoveries
accounted for 31 per cent of the
group’s pre-tax profits and a
further 28 par cant of the prof-

its came from recoveries of
overdue interest

What has happened so for is,

essentially, that a group of
highly skilled and motivated
market professionals has been
put to work on a number of
state enterprises that were

underperforming if not virtu-

ally dormant 1

Capel's contention fo that

very substantial input to the

group’s income from loantees,

recoveries will inevitably

decline as the Mr Luzon’s
aggressive “recoveries team*
works its way through the
backlog of neglected riafans!

Mr Luzon mid his team are

nevertheless confident They
set great store by the cross^dL
ing possibilities afforded by tiie

group and already they have,

successfully combined tiie

strong network of Caja Portal
retail outlets with the large

home-buying client base of tiie

group’s Banco Hipotecarlo
mortgage unit

They also- see growth in the
group’s securities house,
Argentaria Boisa, which posted
a 40 per cent increase in its

trading volume last year, mid
‘

in the mutual funds managed
by the group's insurance unit
Argentaria ranked only fifth

last year in terms of funds
under management and it

plans to raise these tills year
by 4045 per cent from their

current level of Pta330bn.

Argentaria’s management
cannot be foalted on ambition
and motivation. Mr Luzon and -

his colleagues have to score •

highly on both because they
view last month’s successful
share issue as only' the first

step in a continuing privatisa-
tion process.

When Argentaria comes
round to placing more of its

equity, it will be the markets,
not the analysts, who will be
judging the group's soundness.

Tom Bums.-

launched by BBV and Banco
Santander, BCH has recently
produced a bouncing pink kan-
garoo that leaps around TV
commercials calling on all

comers to sign up for a new
savings account
The marketing hype is quite

foreign to BCH’s constituent
parte because Banco Central, a
familiar institution on every
high street corner, never
needed to sell itself over much
while Hispano Americano,
which appealed to a somewhat
higher income bracket, was
essentially just as relaxed.
Mr Almusategni’s team feels

that the new sales aggression
fo exactly what the hanking

group needed. By just flexing
its muscles with the kangaroo
campaign, BCH claims it has
attracted Pta200bn in new cus-
tomer deposits within a
month.
BCH believes that it wfll be

back on the road of steady
profitability just as soon as it

overcomes its merger difficul-

ties. For the time being It

must be patient; BBV, which
was created in 1988, three
years before BCH, only
claimed that it was properly

back on the profitable path
tins year.

There is little doubt that

BCH is tackling the difficul-

ties. In the past 18 months it

has reduced the number at its

brandies from 3,500 to 2£io,
shedding some 4,000 jobs in

the process, and it has spent

Pta6.7bn in a new information

system for the network.
Mr Aimusategui is also anx-

ious to realise as much as pos-

PROFILE: Banesto

An irresistible opportunity
WHAT, analysts wanted to
know, did J. P. Morgan, the US
investment bank, see in Ban-
esto?

Most people looked at
Spain’s fourth-ranked hank in
terms of assets, and saw the
sharpest growth of non-per-
forming loans in the sector and
an exposure to industry that
barely met the capital ade-
quacy ratios set by the hank bf
Spain. At the end of last year
Banesto posted a 23 per cent
foil in net profits.

J. P. Morgan, however,
looked at Banesto and liked
what it saw. It liked it so much
that in May it coordinated a
three-stage plan that aimc to
raise up to Ptal30bn in fresh
funds for the hank, a sum that
represents the biggest capital
increase ever recorded in
Spain.

The US investment hank put
the full weight of its prestige
behind Banesto’s future for-
tunes and it put its mon-
ey -and that of its cli-

ents -where its mouth was.
J.P. Morgan’s $lbn Corsair
fund will invert 3200m in a
three-fbr-one rights issue, the
first stage of the capital
increase, and the fund will end
up owning some 10 per cent of
Banesto.

J.P. Morgan spent seven
months last year researching

Banesto. Behind the bank’s
poor balance sheet it saw in

Banesto a potential that others

had foiled to value.

Simply put, the J. P. Morgan

team that burrowed into the

heart of Banesto discovered an
irresistible investor opportu-

nity. They found a bank that
had a country-wide retail out-

let; that had invested strongly

in information systems; that

had a strong management; and
that was very undervalued by
fhft market

.

Banesto. J.P. Morgan per-

ceived, lacked specialised

banking knowledge and was
strapped for capital. These

Banesto requires more
funds rather than more

know-how

shortcomings were exactly

what tide US investment bank
could provide. J.P. Morgan
believes there is great room for

improvement In Banesto’s trea-

sury department and that new
approaches, on swaps and
other trading skills, could raise

the margins of the bank’s core

financial business.

In the short term, however,

Banesto requires more funds

rather than more know-how.
The US investment bank,

which has set up its Corsair

portfolio to invest In the sort of

opportunities afforded by the

Banestos of this world, has the

funds readily available.

The all-important feature of

the arrival of fresh hinds to

Banesto ia that it will

strengthen the bank's capital

base at a very crucial time.

Banesto is the dominant share-

holder in a spread of domestic
enterprises which come under
the umbrella of its conglomer-
ate, Corporadon. Industrial It

is this corporate involvement
that has prompted the Bank of

Spain to take a long and criti-

cal look at the bank's capital

adequacy ratio.

An injection of foods does
two things: it deflects the Bank
of Spain’s spotlight and it .gives

Banesto time to avoid a Ore
sale. The bank will now be.able

to dispose of its industrial
assets to the best bidder and
without pressure from Bank of

Spain authorities.

Banesto dearly gains breath-

ing space through a capital

increase but J.P. Morgan,
which is masterminding the
arrival of fresh cash, stands to

make important deals as it

advises the Spanish hank in
the sale of its assets.

In the mid-term, Banesto is

due to sell off Acerinox.
Spain’s leading stateless steel

producer and Union Carburos,

its industrial gases group. The
bank is also understood to be
open to possible buyers for
Tudor. Europe's third-ranked
battery producer. Agroman,
the big domestic building
group and Asturiana de Zinc, a
highly profitable mining busi-
ness when the cyde is right
Banesto’s weak capital base

has consistently dragged down
the bank's profitability and the
rights issue is expected to raise
Banesto's Bank for Interna-

tional Settlements ratio from
9.3 to 12 per cent even with all

the Corporation Industrial
assets in place. As disposals
are realised, Banesto will
emerge with a very sound bal-
ance sheet and frilly prepared
to reap the profits of its core
banking business.
Among the aspects of Ban-

esto that J. P. Morgan very
much liked was its big invest-

ment in the past years in new
information systems. These,
which are reckoned to be the
most advanced in the domestic
banking sector, are now poised
to deliver significantly-in-
creased efficiency and lowered
costs to Banesto’s banking
operations.

The US bank also approved
of the leadership exerted by
the mercurial Mr Mario Conde,
Banesto’s chairman, a
self-made millionaire who took
over the bank in 1987 at the
age or 38. At the end of last
year. Mr Conde reshuffled his
top management and, to J.P.
Morgan's delight, promoted Mr
Enrique Lasarte, a highly
regarded and experienced
financier, to become chief exec-
utive of Banesto’s core banking
business.

^organ expects is
that Mr Conde will give Mr
Lasarte all the support he
requires to severely cut back
Banesto’s overweighted staff
and to rationalise the existing
sprawl of its banking network.™orS?n sees profitabil-
ity for Itself through the dis-

posal of Banesto’s assets and'
also profitability for its Corsair
funds as the bank turns
around its business. It also
smses that it would be impos-
sible to buy into Banesto, a big
bank by any standards, at.

a

cheaper price.
’ ’

The new shares that J. P.
Morgan will acquire in- the
rights issue wfll be priced at
PtaL500 with an extra Pta4fl0
offered for subscripting rights.
At the time of agreement, Ban-
esto 8hares stood at about
Pta2.645 — they have since
fallen off - and broking hn»wmw
reckon that equity in Mr
Ckmde’s bank is a dear buy
below Pta3,00Q.

Tom Bums
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LOOKING back, ft is bard to
even conceive of how the Span-
ish government - on deciding
to take the peseta into the
exchange rate mechanism of
the European Monetary Sys-
tem just before hosting the
coontry's first European Com-
munity summit in June 1989
- decided to make PtaSa worth
DM1.
Was it arrogance? Was the

government simply trying to

make voters believe the coun-
try really had arrived at the
European pinnacle? Or did
Madrid reaily think its cur-

rency was worth that much
money?
There have been lots of theo-

ries, most of them emanating
from the Finance Ministry,
about why a strong peseta was
necessary. First, It was a
weapon in. the fight against
inflation -by making imports

cheap during a time of rising

consumer spending, you were
importing low, German, Infla-

tion and at the same time forc-

ing local industry to re-tool

and become competitive.

As 'high real .interest rates

quickly drove the currency
close to Pta62 for DM1, gov-

ernment officials would hap- •

pily suggest that their prob-

lem was not that the currency
was growing too strong but

that it still might not be
strong enough.
Then, when inflation did not

fall, but rose, the strong
peseta became necessary sim-

ply because it was vital to

have a stable currency. There

never seemed to be much
debate about what level it

ought to be stable at.

The peseta was the last of

the economic castles created

during 11 years of unchal-

lengeable rule by Mr Felipe

Gonzalez, prime minister, to

collapse. In three devaluations
in nine months -the last on
May 13, in the middle of a gen-
eral election campaign - it

crumbled to Pta79.1 to DMl
and many foreign exchange
market analysts expect it to

fali further as the economy
weakens.
An economy which m 1989

created 1,000 jobs a day was
destroying nearly 3,000 a day
in January, February and
March this year. Inflation,

considered to be doing well at
an annual 4.6 per cent, is in

fact no better than what it was
at the end of 1987. In between,
inflated company profits
fuelled high wage rises and
took inflation up to nearly 7
per cent No-one bothered to
warn employers or unions.
Mr Gonzalez won his third

genera] election in 1989
because Spaniards were still

enjoying themselves and the
post-fiesta rot bad not yet set

in.

After the devaluations and
the creeping collapse of the
peseta against the D-Mark ear-

lier last summer, however,
Spaniards are now more than
20 per cent poorer -in Euro-
pean terms - than they were a
year ago. Mr Gonzalez’ boast

that Spaniards were earning
nearly 80 per cent of average

EC income has also been badly

set back. He never mentioned
it in bis recent campaign.
Bat with the socialist vic-

tory on June 6 - albeit without

a parliamentary majority - the

peseta'has firmed a little, to

about Pta76 to DMl. This is

mainly because the socialists

are less likely than their con-

servative opponents, the Peo-

ples Party (PP), to cut interest

rates rapidly and analysts

agree there is some room for a
fall to below the current

Pta79.1 parity against the Ger-

man currency.

Much will depend on how
quickly Mr Gonzalez is able to
put in place a stable adminis-
tration, committed to fiscal

discipline and strong enough
to push labour market reform
past certain union opposition.

Government-building has
already begun and should soon
be complete.

For the moment, the Bank of
Spain is using the peseta’s rel-

ative strength to build its

reserves up should the specu-

lators return. Foreign
exchange reserves are part of
a tiny mystery in Spain at the
moment. The Rank is believed

to have tried to stave off the

last devaluation by selling

pesetas forward and thus its

real reserves may be lower
than the official count of
about $44bn.

The Bank has vigorously

denied that it tried to stave off

the last devaluation by selling

peseta options, bat the accusa-

tion and the denial were very
tightly foensed on options and
the true state of the reserves
has not been settled by either.

One way to find out would
be for the markets to test the

peseta again although the
Bank (supported by the gov-

ernment), despite its nominal
interest rate cats, is holding

real rates high in order to cap-

ture foreign savings necessary

to finance the country's public

deficits. Some things do not

change. If the country sinks

any deeper into recession,

those real rates will become
untenable and Mr Gonzdlez
must hope that, as he read-

justs his economic sights

downwards a little, be is given

time to prepare his defences.

Peter Bruce

PROFILE: Banco Bilbao Vizcaya

Solid and serious
Toro 0*1

THE healthiest thing that has

happened to Banco Bilbao Viz-

caya (BBV) Is that it has

stopped worrying about being

the number one domestic
thank it bas settled down to

'being a very solid, serious and
indisputably large, banking
group.

BBV was the first of the

Large domestic hanking groups

to emerge as a result of a

merger process and it is the

first to come out the other side,

intact and .with the traumas of

union behind it

When Banco de Bilbao and

Banco de Vizcaya, the arch-ri-

vals of Basque banking savvy,

merged at the end of the 1980s

to form BBV, the numero jmo

ideal was something close to

an obsession. It was also a

short-lived ambition for the

t
tsque alliance begat others.

A couple of years after Bil-

bao and Vizcaya had walked

down the aisle together in 1988,

two Barcelona-based savings

banks, the Cqja de Pensiones

and the Cafe de Ahorros de

Barcelona, linked up to form

La Caixa, Spain's biggest finan-

cial institution. A year later, m
1991, a second wave of mergers

was in process that was to

definitively alter the profile of

the domestic financial insfctu-

tions.
, . „

BBV was finally knocked off

its top perch when the state-

controlled banks linked up to

form Argentaria and when

Banco Central joined forces

with Banco Hispano

Americano to create Banco

HPentral Hispano (BCH). Argen-

Taria posted larger average

assets for 1992 and BCH s net

Interest income, although

down on its 1991 figure, was

above that of BBV.
The downgrading in the

hanking system’s ratings does

not appeared to have wounded

BBV's pride overmuch. Nor,

for that matter, was it too

upset about the fact that its

net profits had dropped by

nearly 20 per cent in 1992 to

Pta81bn. The reason for the

lowered profits was that the

banking group had posted a

fell not in its day-today busi-

ness but in extraordinary prof-

its through disposals.

Non-banking business
income last year was, at

Pta40.2bn. 42 per cent down on
what had been earned in 1991

when the banking group had

sold off two of its subsidiary

networks.
The extraordinary income of

the previous years - when BBV
rationalised all the duplication

that had resulted from the

merger - had. however, been

put to good use. It had used the

cash flow to improve its prod-

ucts and its fee business and to

reduce its costs and pick its

clients.

BBV’s real bottom line at the

end of last year was that it had

improved its margins where

they mattered. It was this that

pointed to the banking group’s

exit from the merger traumas.

The key points in BBV’s 1992

figures were that its operating

profit grew by 11.1 per cent to

Ptal36bn; its ordinary profit

was up by 8.6 per cent to

Pta74^bn; and its share of the

banking sector’s deposits and

other borrowed funds

increased by 1.25 per cent to

represent 14^9 per cent of the

total.

Mr Emilio Ybarra, BBV
chairman, argued with disarm-

ing logic that “today’s^ clients

are tomorrow’s profits."

Analysts, who gave the bal-

ance sheet high points, noted

that BBV’s bad debts grew by

just 15.7 per cent against an

average 50 per cent increase in

bad loans for the domestic

finanriai sector as a whole and
that its operating expenses
declined by 2.3 per cent
Mr Ybarra, hailing "a tre-

mendous improvement" in the

bank’s profitability profile,

announced that the dividend
would be increased by Pta6 to

Ptal69 per share.

By the first-quarter mile-

stone of this year, BBV seemed
to be clearly on the right track.

It reported a 4.4 per cent rise in

net income to Ptal7bn over the

first three months of 1992, an
operating profit rise of 7.3 per

cent to Pta36.7bn and a 10.4 per

cent rise in ordinary profits to

Pta2L8bn.
By comparison with net first-

quarter profit rises of 8.1 per

cent and of 6.1 per cent that

were reported by Banco de
Santander and by Banco Popu-

lar respectively, BBV’s three-

month figure looked more
modest
But once more BBV

appeared to be gaining advan-

tage on account of Its sire over

its smaller rivals. The 1992

trend which had BBV increas-

ing its share of the sector’s

deposits and borrowed funds

appeared to be still very much
in force. The banking group

said its first-quarter customer

deposits stood at Pta6,200bn: 10

per cent up on the volume at

the end of the first three

months of last year.

What was quite clear from

the first-quarter balance sheet

was that the quality of BBV
results was consistently

improving. If the operating

profit continues to grow this

year then the 1992 net income

drop will prove to have been

an isolated hiccup and Mr
Ybarra’s upbeat remarks to the

group's AGM will have been

folly justified.

Tom Bums

Peseta

against the D-Mark (P per DM)

00

1989

SuccfT GnpiW«

1990 1991 1992 1993

PRIVATISATION

Spartan bill of fare
A CYNIC would say that the

biggest loser of this month's

general election was not Mr
Jose Maria Aznar. the conser-

vative leader who will remain
in opposition, but the invest-

ment banking community
which was expecting a defeat

of the socialist government
and a consequent rush of pri-

vatisations similar to the ones
that have been outlined iu

neighbouring France.

Mr Aznar. who believes that

private is better, was prepared
to sell off “everything that

could be bought". Mr Felipe
Gonzalez, returned to power
for a fourth term, is not explic-

itly doctrinaire on the subject

but in practice he has only
sanctioned partial privatisa-

tions - and then only when he
was pressed into them by bud-

getary constraints.

The growing deficit burden
has pushed Mr Gonzalez’s gov-

ernment into the disposal of

13.3 per cent of Repsol, the
energy group, and of 25 per
cent of Argentaria, the state-

owned banking corporation
this year. Between them they
realised some $2bn which was
comfortably over the S1.3bn
that the government expected
to net through partial privati-

sation according to the 1993

budget.

The issue now is whether Mr
Gonzdlez, heeding pragmatism
rather than doctrine, will

travel further down the dis-

posal road. This of course begs

the question of what exactly

the budget deficit might be.

The point is that although
more has already been raised

to ease the burden than was
initially anticipated, it may not
be enough.
The government hopes to

rein-in the deficit at 4.5 per
cent of GDP, which is a repeat

on last year and overshoots the

Convergence targets for Mone-
tary Union, but it could be any-
thing up to a foil point higher
according to independent esti-

mates. If that is the true situa-

tion then a renewed bout of
disposals is on the cards - and
the question then is which
companies.
Unlike France which has a

very rich menu of public sector
companies to whet market
appetites. Spain has a spartan
bill of fare. It is extremely
unlikely, for example, that
even the wealthiest and most
patriotically motivated of
Iberia’s highly-paid pilots
would buy shares in the loss-

making naHnnqi airline.

What the Spanish govern-
ment can credibly offer to the
international markets, as Mr
Aznar would no doubt have
discovered had be been elected

into office, is Repsol and
Argentaria, the electricity util-

ity, Endesa. Telefonica, the
telecommunications group,
and the tobacco company
Tabacalera. All five are already
publicly quoted, the first three

of them as a result of the par-

tial privatisations undertaken
under Mr Gonzfilez’s previous
governments.
Repsol and Argentaria. hav-

ing gone to the markets in the
first half of this year, are not
due to do so again until next
year at the earliest Only a real

budgetary emergency would
justify their imminent return

to the international investor

roadshow circuit. Their equity
would nevertheless be no
doubt welcomed for both their

public issues earlier this year
were heavily oversubscribed.

Endesa and Telefonica are
surer bets. A public share issue

of just 10 per cent of Endesa,

which is 67 per cent owned by
the state-holding conglomerate
Institute National de Industrie,

could realise something close

to $900m. Telefonica, which
has a huge market capitalisa-

tion and high liquidity, could
raise a similar amount if the

Finance Ministry, which owns
about a third of it. were to

reduce its stake in the com-

pany by just some 3 per cent
The telecommunications

group would almost certainly

be the first to go the market
Endesa has a number of ques-

tion marks over it from the
market point of view because it

is currently involved in asset

swap negotiations with its pri-

vate sector rival Iberdrola and,

in any case, the eqtire domes-
tic electric utility sector is still

awaiting a new legal frame-
work that will adapt it to EC
deregulation directives.

Should the INI conglomerate,

Endesa's main shareholder,
find itself severely affected by
cutbacks in the subsidies it

receives from the state budgets
it may nevertheless be hurried

into seeking capital gains from
its money-spinning utility. INI

has traditionally been held in

check by its lame ducks and its

cyclically-based companies are

likely to punish horribly its

consolidated balance sheet this

year.

Tabacalera. which is 54 per
cent state-owned, would raise a
for more modest sum, perhaps
S175m. were it to publicly issue

20 per cent of its equity. It is

not, from the investor point of

view, at its most appetising at

present for its results are sag-

ging and it is, for good mea-
sure. in the middle of selling

off its food division. In all like-

lihood a partial privatisation of

Tabacalera would involve
direct equity sale to one or
more big tobacco groups and
bypass the markets.

Tom Bums

Eight million clients.

Half a million stockholders.
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Around 20% of all bank deposits
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FG lnversiones Bursatiles SA., a leading independent

Spanish stockbroker, arranged an investment seminar

in Madrid in May 1993 for an invited gathering

of international institutional investors.As part of the

programme there were presentations from the following Spanish <
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ARGENTARIA AUMAR
ARGENTARIA is one of die lending Spanish financial groups. Through a federated banking model,

it combines a conventional banking structure with specialist operations. It bolds a dominant position

in mortgage lending, the corporate sector, export financing and money markets.

At year-end 1992 ARGENTARIA had total assets of USS84.8 billion, to capital and reserves

amounted to US$5,4 billion, representing a BIS ratio of 13.1%, with a 63.8% excess over the

minimum requirement. In 1992 it achieved a pre-tax profit erf USS808.4 nriRkm. trp 25.5% from the

1991 figure.

ARGENTARIA has 18.410 employees, 2.993 offkes/branches and is present in 28 countries.

AUMAR’s business is to construct and operate toll motorways. Nowadays it operates tbe

TARRAGONA-VALENCLA-AUCANTE motorway on tbe Spanish Mediterranean Coast, and

tbe SEVILIA-CADIZ rente in the Sooth. These represent 25.1% of tbe toll motorways run as

State concessions.

Share capital is Ptas. 66.7 Union and foreign ownership of tbe company totalled 2&6% of the share

capital at April 30, 1993.

In 1992 toD income rose to Ptas. 25.7 bQfioo winch is 8.2% higher than in 1991, generating a cash-

flow of Ptas. 16.7 btQkm.

BBV: A Large International Finanaal Group
Cl

~ptfni <*MicniMim^««M»*gainnmffmmore than Ptas. 1(U triCkm.eqmri aa»ds atPtg. 689.0 MBcuinri

its (soGis of Ptas. 81.1 ldfion in 1992were the highest of all Spanish banks.

BBV has nearly 3yQOO offices in 28 countries in Europe, tbe Americas, Asiaand Africa.The hoBbesa

foots, however, is die European Community and the United States. BBVs shareware quotedoo the

London, New Tfork/Ihkyo. Frankfort. Zurich, Geneva andBasfcSock Exchanges.

BBVsintafladooal importance -it is the world leader in the peseta marioet- is usdeiscoredbythe fra

dal 21A% of its business is conducted in foreign currencies (mare dmUSS18,bfi)CXi).

.

Bat BBV is nmcb more than a bank. It is a diversified finanesa] grasp whichbas sqprifkam induttfal

imercss in the sectorsofhi* technology and energy, foodand tflstrftwtiod, real edate and hnunsiee;
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GESA SEVILLANA REPSOL
GESA’s main activities are the production and distribution ofelectricity in tbe Balearic Islands, and
of piped gas in the city of Palma de Maflorca. The majority of tbe electricity generated comes from
imported ooaL

It is the leading company in the Balearic with a capital of Ptas. 1U trillion and net prefits In 1992 of
Ptas. 6j6 billion. Saleswere Ptas. 422 trillion and investments totalled Ptas. 12Abfllkm.
The company was founded in 1927 and is a subsidiary of ENDESA, tbe leading producer of
electricity and coal in Spain, which holds 55% ofGESA's capital stock.

SEVILLANA DE ELECTRIC1DAD was founded in 1894, and is the oldest electricity company in

Spain. Its market includes 7.5 mflfion customers and covers an area ofalmost 100,000 sq fan, an area

greater than that ofmany European countries.

In the last few years demand for its electricity has grown at a rate well above that of tbe other
companieson the peninsula.

SEVILLANA DE ELECTRIClDAD has an extensive industrial group, well-placed rathe fieldsof
telecommunications, renewable energy sources, and services.

Capital: Ptas. 14&2 triOkn

Revenues: Ptas. 289.4 Idlion

Net profit Ptas. 128 bOhon

REPSOL ban oil, gas, and chemical compary. carrying out its activities in exploration, production,

transport and refining ofcrude oil. It also manufactures, distributes and markets oil petrodnutaU
productsphg liquefied petroleum gases and natural gas. REPSOL,SA fa the head ofan important
industrial groupand fa the leading industrial company in Spain. It ranks among the largest European
oil companies. Since May 1989, REPSOL shares have been listed on the Spanish Stock
and the New Vnk Stock Exchange (NYSE). . .

’

1991
. .1992

(has. Zfcffionj (Pus. BSBaa)
NETINCOME 702 ; 715
OPERATING REVENUES 1.691.2 L9075

f ftfls. perShan) (Puts. ptrShat)
DIVIDENDS .99 .104

FG lnversiones Bursatiles SA
The FG Group is an independent privately-owned Spanish
securities, fund management and merchant hanking house
offering a comprehensive range offinancial and advisory services.

STOCKBROKING
The provision of stockbroking services is FG’s principal

activity. FG. according to Madrid Stock Ewrhaiqge statistics, is Che
largest stockbroldng organisation In Spain In terms of total

turnover. This commanding position has been achieved through
a deliberate policy of Investment in quality research and a
management determination co provide high quality dealing
capabilities, and efficient and diligent settlement procedures.

ASSET MANAGEMENT
FG Gestion S.A. is an autonomous and Independent

company within the FG Group. It offers a range of investment
management opportunities including full discretionary port-
folio management.

Telefonica

CORPORATE FINANCE
FG’s Corporate Finance division has been active In the

Spanish markets on behalf of a great many domestic and non-
Spanish organisations. The division arranges M&A transactions,
provides a corporate valuation service, and arranges stock market
listings and private pladngs.

Mtntcrh ejaridtj -mmat-^part

TELEFONICA

The FG Group has a capital base In excess of
Ptas. 7.0 billion and employs around 120 people.

TELEFONICA was founded In 1924, At a lime when numerous telephone operators are being

privatised, it is worth noting that TELEFONICA has been a private company for a long time, although

the Sian holds a significant share (33.6% al the end of March 1993). The company is, however,

governed by the regulations laid down by the Government and the European Comraanhy.

TELEFONICA stares arc [fated on the major worid stock exchanges (London, Paris, Frankfurt, Tokyo
and New York), as well as on the continuous market of the Spanish Slock Exchanges (Madrid,

Barcelona, Bilbao and Valencia).

TELEFONICA has holdings in several Latin American operators, namely in Chile, Argentina,

Venezuela and Puerto Rica. At 1992 year end, TELEFONICA D£ ESPANA controlled assets worth

Ptas. 3.9 trillion, managed a network of 15,475,100 telephone lines and had a workforce of 74,437.

Operating revenue in 1992 amounted to over Pus. 1.1 trillion. TELEFONICADE ESPA&A is Spain's

leading company in terms of turnover, shareholders' funds, total assets andnumber ofemptojeet.

VISCOFANSA was founded in

VISCOFAN

nanufacturing plants at C&cda m Nawm. Citings for
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GM sceptical over VW
car plant plan
Volkswagen has failed to convince General Motors
that Its plans tor a revolutionary car plant in Spam
are not a copy of a project drafted previously by
the US group. Page 18
The US carmaker also announced that it Is moving
some car production from Mexico to the US. Pane
19

Zeneca rights taken up by 86%
Zeneca’s El -3bn rights issue was taken up by
86.15 per cent of ils shareholders and the balance
of the issue was placed yesterday at 612p. 12p
above the rights issue price. Zeneca shams closed
at 626p, up 8p. Page 24; Lex, Page 16; Market.
Page 27

Abitibi-Price suspends payout
Abitibi-Price the North American newsprint pro-
ducer that has been controlled for the past three
months by a group of international banks, has
suspended its quarterly dividend. Page 19

WMX Technologies gives warning
WMX Technologies the international disposal com-
pany formerly known as Waste Management, has
warned of lower-than-expected earnings in the
second quarter. Page 19

Complex sale in Peru

The privatisation of Peru's state-owned mining and
refining giant, Centromin, will be a complex affair.

Chase Manhattan and Coopers and Lybrand, are
promoting the sale which Includes seven separate
mines and a huge metallurgical complex. Page 26

Ahold expands in Europe
Ahold, the acquisitive Dutch supermarket group, is

building up a presence in Portugal and the Czech
Repubfic. Expansion in Europe is a new phenome-
non for AhokJ, whose acquisitions have mainly

focused on the US. where it owns more than 500
supermarkets. Page 18

Strong rise in Jordan’s Index
. , •. • ' Jordan has one of the

'Armwi financial

JMalML:}
160 '

Soucac Obteatrosni

smallest economies to the

Arab world but the Amman
Financial Market, its stock

market, rose nearfy 30 per

cent in 1992, making it

one of the fastest growing
emerging markets to the

world. This year, its gen-

eral share price Index had
risen by another 26 per-

cent to 164.34 by yester-

day. Back Page

Market Statistics

Base taming rates 34

Benchmark Govt bonds 21

FT-A indices 27

FT-A wold ireflces Back Page

FT find interest bxflces 21

FMSUA M bond svc 21

Hna idal futures 34

Foreign exchanges 34
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London share service 27-29

Lffle egurty options 21

London tradtt. pptaa 21

Managed fund sendee 30-34

Money markets 34

Netflnt bond Issues 21

World commodity prices 2B

World slock mkt indices 35

UK dividends announced 22

Companies fan this issue

ACT 28. 18
ASLK-CGER 18

AbrtJW-Price 19
Adam Opel 18
Aegis 25
Ahold 18

Applied Holographies 24
Ares-Serono 19

Ascot 24
Astra 20

Cable and Wireless 27, 22
17

Caipetrif^it 24
Celsius Inds 19
Chase Manhattan 17
CWcorp 17
Commerzbank 18
Court Cavendish 22

Crabtree 24
Delaney 24
Deutsche Bank 18

DunhiB Holdings 17

Essex Water 24

Ferruzzl 1

First Leisure 22

First Spanish Inv 24
FtortJs If
Framatome 18

GM 18

Glaxo 27

Gnera! Motors 19
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Two US
banks seek

licences

for Russia
By Damian Fraser in New York

CITICORP and Chase Man-
hattan, two of the largest OS
banks, have applied for banking
licences to operatem Russia, r
The licences would be the first

granted in Russia to US banks,
and would follow one given last

August to Credit Lyonnais to

open a fall subsidiary, and to
Bank Austria to open a branch.
Both Citicorp and Chase have
representative offices in Moscow.
Mr Mikhail Pomazkov, the

head of foreign banking
operations at Russia's Central
Bank, said it had signed letters

of intent with the banks, and
licences might be granted this

year.

The banks would he capital-

ised at $5m each, the minimum
required for foreign banks in

Russia.

Unlike representative offices,

they could provide local banking
services, such as letters of credit,

settling payments, and taking
deposits.

Mr Richard Lowry, senior
vice-president at Chase in Lon-
don, said the subsidiary would
serve Buropean and US custom-
ers, with some interested in Rus-
sia’s oil, metals and mining
industries. Chase's representa-
tive office, In Moscow for more
than 20 years, has mainly helped
Russia deal with international

financial markets.
Mr Lowry believed Russia

wooJd limit the foreign banks,

and the decision to seek a licence

was “a tactical move to get to

the front of the queue”. Chase
intends to open one subsidiary
concentrating on corporate
finance, and was “highly
unlikely” to open a retail bank.

Citicorp is likely to follow a
similar strategy, said an official.

It win open up one subsidiary

with a gmall staff, and help Rus-
sian »mi multinational investors

looking for an international
hank in Moscow.

Citicorp has branches or sub-

sidiaries in Hungary, the Czech
Republic and Poland, believing

the opening of eastern Europe
offers profitable opportunities in

corporate banking. It has no
immediate plans for setting up a
retail bank.
Under Russian law, banks can

be given two types of licences -

a general or of&bore licence.

The general licence, which is

what both Chase and Citicorp

are seeking, enables a foreign
bank to operate as a Russian
one, offering rouble and foreign

currency financing, and serving
Russian and foreign clients.

Richemont shakes up group
By Angus Foster and Andrew
Bolger in London

SHARES in Rothmans
International and Dunhili Hold-

ings, the tobacco and luxury
goods companies, were expected
to be suspended from this morn-
ing after an announcement that

they were talking with their par-

ent, Richemont, about a group
reorganisation.

The restructuring will lead to

two separate companies, one con-
centrating ou the group's luxury
goods such as Cartier. Piaget,

Dunhili and Montblanc, the other

focusing on the tobacco interests

through Rothmans.
Richemont said that grouping

its luxury brands under a single

company would improve market-
ing opportunities and be more
efficient. A previously considered
plan to separately list its luxury
goods division, Luxco, was
rejected because of tax problems.
Rothmans’ B shares jumped 8

per cent to 720p while Dunhili
closed 18 per cent higher at 405p,
after both companies said they
would return their surplus cash
resources to shareholders as part
of the deal.

The reorganisation, details of

which are expected soon, has
been debated for some time by
Richemont, the Swiss-based but
South African-controlled holding
company set up by Mr Johann
Rupert, managing director.

At present, the group’s struc-

ture is complicated because Car-

tier is jointly held through Riche-

mont and Rothmans Interna-

tional. while Dunhili is 57 per
cent owned by Rothmans.
Richemont would remain

majority shareholder in both new
companies, and has proposed the

reorganisation be carried out on
merger terms. Shareholders in

Rothmans and Dunhili will

receive shares in the new tobacco
and luxury companies.

They will also receive cash
“considered surplus" to the new
group’s requirements. Rothmans,
which is due to announce annual
results on Friday, had net cash of

more than £300m last year-end.

while Dunhili had £l20m of net

cash at its March year-end. equiv-

alent to Tip per share.

The new tobacco and luxury
goods groups would each be in
the form of twinned UK and
non-UK holding companies.
Shareholders would receive units
representing twinned shares in

the holding companies, which
would be listed in London.
The proposed deal may be

structured to gain tax benefits in

terms of minimising overseas'
shareholders' liability to UK
advance corporation tax:

The reorganisation is under-
stood to have been initiated by
Mr Rupert, a former merchant
banker, and devised by Riche-

mont's joint advisers Hambros
and SG Warburg.
Lex. Page 16; London SE, Page 27

Sara Webb on the main talking point in European bond markets

French yields

test historic

barriers \ Franca January 51993
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O nly a few months ago,
international currency
speculators were gunning

for the French franc, marking it

out as another weak currency
which could be forced either to

devalue within the European
exchange rate mechanism - as

the peseta and escudo did - or to

float free of the system, like the
pound and the lira.

However, the recent resilience

of the franc has enabled the Rank
of France to cut official interest

rates nine times in two months,
prompting a rally in the bond
market which has narrowed the

spread between French govern-

ment bond yields and their Ger-

man counterparts.

Now the big talking point in

European government bond mar-

kets is whether French long-term

interest rates will slide below
those in Germany.
The 10-year yield spread over

German bonds has fallen back

almost daily to reach new his-

toric lows.

That the French government
bond market has outperformed
the German one recently reflects

the relatively better state of the

French economy.
“France Is sliding into reces-

sion. but Germany is much worse
off. France has a strong govern-

ment whereas Germany’s politi-

cal situation only deteriorates.

French inflation is 200 basis

points below German inflation,

and although French bond issu-

ance will hit record levels this

year, the fiscal mess Is awesome

in Germany,” says Ms Marie
Owens Thomsen, international

economist at Midland Global
Markets.

There are still plenty of inves-

tors who expect to see the French
bond market rally continue over

the short-term.

Mr Nick Henderson, head of

fixed income at Gartmore, says:

“We feel further headway Is pos-

sible, and that 10-year French
yields will be the same as, or

even lower than
. German yields

in six months' time.

Mr Tim Swadling, a portfolio

manager at AMP Asset Manage,

ment, believes 10-year French
yields will “probably push
through to 10-15 basis points

below German ones”.

But the next big question is

whether French yields will

remain below German levels for

any reasonable length of time.

Mr Swadling does not believe

so. “We’ve been underweight in

the core European markets -

Germany, Belgium and Holland -

and we've cut back from being
overweight in France to neutral

because the potential Is not so

great there now.”

T here is already some evi-

dence that investors are
reassessing their asset

allocations. Some are taking prof-

its in France and switching into

German bonds in maturities of

up to seven years in order to pick

up the higher yield.

“This is a sign that investors

expect French rates to remain

Kmart shares slump as group

warns of sharp fall in profits
By Nikki Talt to Now Yoric

SHARES in Kmart slumped to

52-week lows yesterday after the

large US discount store and spe-

ciality chain retailer warned that

second-quarter earnings would be

“significantly” below the 37 cents

a share earned in the same
period of 1992.

And Mr Joseph Antonini, chair-

man. said it was now “probable"

that earnings for the full year, to

the end of January 1994, would
fall below last time’s $2.06 a

share.

He blamed the late arrival of

summer weather in the US and
i^nfinns consumer spending for

disappointing clothing sales in

the second quarter.

With a greater share ofKmart’s

sales coming from lower margin
“hardline” goods, and further

losses at the PACE warehouse
club division, he said second-
quarter profits would Call year-

on-year.

Thereafter, he predicted a

pick-up in profits, topping the
results seen in the second half of
1992-93.

However, the improvement in

the second six months would be

unlikely to compensate for the
profits shortfall suffered during
the first b«tf of the year.

This is the second successive

quarter in which Kmart has
fallen short of analysts’ expecta-

tions and been obliged to warn
the stock market ahead of its

results. Its shares were down $1%
at 520Vi before the close yester-

day. It warned of a shortfall in

first-quarter results in April,

again blaming the weather, and
eventually reported earnings per
share of 11 cents (before extraor-

dinary and accounting-related
items).

This compared with 26 cents in

the first quarter of 1992-93.

Analysts had been hoping for

about 40 cents a share in the sec-

ond quarter, a modest increase.

Kmart Is engaged in a costly

revamp of its core discount store

chain. The company maintains

the results from overhauled
stores have been good, but Wall
Street is waiting to see concrete
evidence of the benefits.

SPP’s UK property company

deepens pre-tax loss to £449m

32» - 3*

By Vanessa HouWer,
Property Correspondent

LONDON & Edinburgh Trust, the

UK property company bought by

the Swedish insurer SPP three

years ago, incurred a pre-tax loss

of £44&6m ($668m) in 1992.

The loss, one of the largest

ever announced by a UK property

company, followed a £138.im pre-

tax loss for 1991.

The company blamed the defi-

cit on “adverse economic condi-

tions". The figures were hit by

writedowns on development and

investment property.

SPP has supported LET with

shareholder loans and new capi-

tal. Last December, LET’S parent

company swapped £421.Un of

debt for equity. LET'S parent

tflftppany also bolight S47.SH Of

new shares to aDow it to redeem

its preference shares.

The result is an embarrass-

ment for SPP, which has been

criticised in Sweden for Its £491m
acquisition of LET in 1990 when
the UK property market had
peaked. Heavy losses suffered by
Swedish investors and lenders in

overseas property markets have

added to the crisis in the Swedish
fimmrfal system caused by the

collapse of Swedish property val-

ues.

Hie group incurred a pre-tax

loss of £354iim in the UK; £205m
in continental Europe; and
£73.2m in the US. It had a £553m
writedown on development prop-

erty, a £180.9m write-down of

investment property and a
£18&5m share of its associates

1

losses. The group’s net assets fell

from £69L8m to £577m.

The losses partially reflect the

group's exposure to the develop-

ment market Its projects include

proposals to redevelop Birming-

ham’s Bull Ring and a site in

Spitalfields in the City of London.
However, the latest report

makes it doubtful that LET will

carry out these projects. Property
development had been scaled

down to a point where it was

now incidental, it said.

LET paid a total of £500,000 in

compensation for loss of office. In

February 1992, Mr John Beckwith

resigned as chairman. Mr Peter

Beckwith, his brother who took

over as chairman, resigned last

November.
The two brothers, who founded

LET. owned stakes valued at

about £40m each when LET was

taken over.

SPP Is part of Trygg-Hansa

SPP. which returned to profit in

the first four months of this year,

after making heavy losses last

year.

8% —?

Germany
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.'. 6%. I .1 ^
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below those in Germany,” points

out Ms Owens Thomsen. How-
ever, she believes that a slight

pick-up in French inflation will,

in the longer term, prevent
French 10-year bonds from dura-

bly trading through German
bonds.
Mr David Gibson, managing

director of Schroder International

Fixed Income, predicts that 10-

year French yields will go
through German yields and that

this will be sustainable “until it

is perceived that Germany has
resolved its [economic] prob-

lems”.

Mr Kit Juckes, economist at SG
Warburg Securities, points out
that France has been able to cut

interest rates aggressively
because of confidence in the
franc and the fact that “the
D-mark is so out of favour at the

moment
“The French economy urgently

needs low short-term interest

rates, but whether the French
can indefinitely continue to cut

to below German levels without

stirring up a hornet's nest is

doubtful.”

C&W up
15% to

£824m
pre-tax
By Andrew Adonis m London

STRONG growth at Mercury, the

UK telecommunications com-
pany, helped its parent Cable and
Wireless to increase pre-tax prof-

its by 15 per cent to £824m
($1.2bn) in the year to March.
C&W also made an exceptional

profit of £118m on the sale of a 20

per cent stake in Mercury to Bell

Canada Enterprises.

Mercury's turnover rose by a
third to exceed £lbn for the first

time.

It claims to have secured 10.5

per cent of the UK telecoms mar-
ket from BT, against 8.5 per cent

a year ago.

At £3.83bn, group turnover was
22 per cent up on last year's

£3.12bn.

Pre-tax profits were £918m
(from £644m) after exceptional

items, which also included a
£60m gain on the conversion of

warrants acquired in the creation

of Hongkong Telecom in 1988.

and an £83m charge for the write-

down of undersea cables.

Lord Young, C&Ws chairman,
said group strategy was based on
prpanrtinp from its three “hubs"

of western Europe, Asia/Pacific

(where it has a majority stake in

Hongkong Telecom), and the
Caribbean (where operations
include a 79 per cent stake in

Telecoms of Jamaica).

“Strategic partnerships will

come to shape our industry. We
intend to develop clusters around
our three hubs, building an the

critical mass we already have in

the three regions,” he said.

Asia-Pacific remains easily the
largest of C&Ws three regions.

Turnover there was £1.7bn, up 20

per cent, with operating profits

16 per cent higher at £563m.
Hongkong Telecom benefited

from a 26.5 per cent increase in

international rail volume.

Before exceptional items, oper-

ating profit in the Caribbean
region increased by 11 per cent
C&W blamed slower growth on
continuing US recession.

At March 31 C&W's gearing
stood at 13.2 per cent, down from
25.9 per cent last year.

A final dividend of lO.lp per
share was declared, making a
total of I4.85p, against 13.25p.

Earnings per share rose from
30-lp to 47-5p. Excluding excep-

tional^ earnings were 38£p per

share, up 6 per cent
C&W’s shares dosed 13p up at

777p.

The company plans a one-for-

one share split, to improve the

shares' marketability.

Lex, Page 16; Details, Page 22
Loudon SE, Page 27

This atmounceaent appears as a matter of record only.

elsius
The Kingdom of Sweden has sold 12,000,000 of its Series B ordinary

shares in Celsius Indusrricr AB through a global offering.

SWEDISH OFFERING
7,666,700 Series B ordinary shares

Alfred Berg Fondkommissioa

Banque Indosuez Enskilda Fondkommission Sparbanken

Skondinaviska Enskilda Banken Swedbank Fondkomratssion

INTERNATIONAL OFFERING
4,333,300 Series B ordinary shares

Banque Indosuez

Alfred Berg Fondkommission

Enskilda Securities Kleinwort Benson Limited
Skondinaviska Enskilda Limited

Prior co this global offering 6,000,000 Series B ordinary shares were

sold to Swedish institutional investors.

The Celsius share will be quoted on the Stockholm Stock Exchange

as ofJune 23, 1993.
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VW fails to convince GM
over car factory ‘copying’
By Christopher Parkes
in Frankfurt

VOLKSWAGEN has failed to
convince General Motors that

its plans for a revolutionary
car plant in Spain are not a
copy of a project drafted previ-

ously by the US group.
“We have a right to be scep-

tical,” Mr David Herman,
chairman of GNTs German sub-

sidiary Adam Opel, said yester-

day. “It would be a real tour de
force” if Mr Jose Ignacio Lopez
de Arriortua, GM’s former pro-

curement chief who is now at
VW, had managed to develop a
new concept between mid-
March, when he left the US.
and mid-June when he
announced VWs plans.
Mr Herman was responding

to claims in a letter received
from VW in which Mr Ferd-
inand Piech, chairman, said

the German company did not

have any confidential plans or

documents about GM's ultra-

low-cost factory project.

Mr Herman confirmed that

he had written to Mr Plech

before Mr Lopez's announce-
ment, suggesting that he con-

sider the possible conse-

quences if VW's project were
the same as the one developed

at GM under Mr Lopez’s direc-

tion.

At the time Mr Herman
wrote. German state prosecu-

tors were investigating the US
group’s complaints that Mr
Lopez and colleagues took
secret documents with them
when they absconded to VW.
The German company has con-

sistently rebutted the charges.

• It will be extremely difficult

for Adam Opel to show a profit

this year, Mr Gail Gunderson.

finance director, said yester-

day. Confirming a slump in net

earnings to DM202m ($119m)

last year compared with
DMlbn in 1S91, he said he

expected 1993 turnover to fall

18 per cent to about
DM24bn.
The company bad been prof-

itable in the first five months,
Mr Gunderson added.

According to Mr Herman.
German registrations of new
Opel brand vehicles had fallen

21 per cent to 244,000 in the

first six months. Production in

the German concern had
dropped 15.6 per cent to around
500.900, while deliveries fell

from 670,000 to 568.000.

He could not see any
grounds for optimism in the

second half. “On the contrary,

we will have to adjust produc-

tion in our works to further
fails in demand," he said

Framatome net slips to FFr950m
By Alice Rawsthom fan Paris

FRAMATOME. France's
statecontrolled nuclear reactor
group, yesterday announced a
slight fall in net profits, to

FFr950m ($170.55m) in 1992
from FFr986m in 1991. It

warned of a further fall in prof-

its in the current year.

Mr Jean-Claude Leny, chair-

man, said he expected to see

the group’s net profits settle at

around FFr800m in 1993. This
would be a reduction of 15 per

cent on last year’s figure.

The pressure on

Framatome's profits comes at a
time when the group is trying

to reduce its reliance on tradi-

tional nuclear activities by
diversifying into new fields.

Earlier this year, it agreed
terms to buy Jeumont-Schnei-
der, the electrical components
division of the Schneider elec-

trical engineering group. One
of the conditions of the deal
which formed part of a pre-

electoral reshuffling of state

assets by France’s old socialist

government, was that
Framatome agreed to sell the
non-nuclear side of Jeumont-

Schneider to Alcatel-Alsthom,

the electronics concern priva-

tised by the last centre-right

administration.

The diversification is expec-

ted to help Schneider’s return

to profits growth.
The group last year saw

sales slip to FFrl2.66bn.
against FFrl4.17bn in 1991.

However it benefited from an
increase in orders, which rose

to FFr37.19bn from FFr33.17bn

during the same period.

Mr Leny said he expected
group sales to rise to FFrlSbn
this year.

ACT to pay £93m for BIS Group
By Alan Cane In London

ACT, the Birmingham-based
computing services company,
yesterday agreed to pay £93Jim

($139m) for BIS Group, a UK-
based subsidiary of the Nynex
Worldwide Services Group.
The deal will create the larg-

est UK-owned computing ser-

vices and software company
with annual sales over £250m
and one of the world's largest

suppliers of financial software.

BIS is a software and ser-

vices company best known for

the "Midas” software used by
several hundred hanks world-

wide. Nynex, a leading US tele-

communications company with
revenues last year of $13.2bn

acquired BIS for £75m in 1987.

The consideration will be
partly in cash from ACT’S own
resources and partly by a four-

for-13 rights issue at 123p a
share through which ACT is

raising £50.9m net of expenses.

The issue was fully underwrit-

ten by Barclays de Zoete Wedd.
The market signalled approval

of the deal as the share price

recovered to 153p after slipping

8p from an overnight 155p.

Of the cash payment, some
£25m is deferred, payable in

two equal tranches six and 12

months after completion, to be
met from cash generated by
the enlarged group and dispos-

als. ACT had net cash of about
£25m at its year-end in March.
The deal and rights issue

will be put to ACT sharehold-

ers on July 8. ACT has already

asked the Office of Fair Trad-

ing to clear the deal.

Details. Page 25

Securities

chief leaves

Deutsche

Bank
By David Waller in Frankfurt

MR BARTHOLD von
Ribbentrop, executive
vice-president in charge of
securities sales trading at
Deutsche Bank, is tearing Ger-
many's largest bank to set up
an investment fund.

Mr von Ribbentrop, who has
been with Deutsche Bank
since 1971, is working with a
group of unnamed partners to

raise DM500m ($301.2m) in
start-op capitaL The fund will

be designed to enable foreign

institutions to invest in medi-
um-sized German companies,
the so-called Mittelstand.

He said yesterday foreign

institutions’ opportunities to

invest in the German economy
were limited by the structure

of the German equity market.
There were only 665 quoted
companies, and this did not
cover the foil depth of the Ger-
man economy.
Foreign institutions were

obliged to channel invest-

ments into a small number of

large financial and industrial

conglomerates, he argued.
This left them no option to
make direct investments in the

Mittelstand, which generated
about 50 per cent of non state-

sector German GDP and
employed 75 per cent of the

total German workforce.

A number of foreign banks
had tried to establish such
fonds bnt have had only lim-

ited success, reflecting the dif-

ficulties of entering the Ger-
man venture capital market
Market participants say Ger-

many's leading financial insti-

tutions tended to get the best

investment opportunities for

their own equity participation

portfolios. Attempts by inde-

pendent German financial
institutions to set up such
investment funds had also

foundered.

Mr von Ribbentrop, 52, who
has been based in Frankfort
since 1986 after spending most
of his career with Deutsche
Bank in New York, is suc-

ceeded by Mr Bernd-Albrecht
von Maltzan, 44, currently in

charge of securities at Deut-

sche Bank's Mannheim
branch.

Shopping for European expansion
Ronald van de Krol finds Ahold seeking acquisitions closer to home

I
NVESTORS pondering the

question of where Ahold,

the acquisitive Dutch
supermarket group, is likely to

make its next significant pur-

chase have a yet wider range
of possibilities on which to

place their bets.

Ahold, the Netherlands' dom-
inant food retailer, which
already generates half its sales

in the US, is rapidly building

up a presence in two virgin

territories, Portugal and the
Czech Republic.

In Portugal, Ahold has
recently concluded a series of

deals with new joint-venture

partner, Jeronimo Martins,

making it the second-largest

food retailer in the country in

just 12 months.
In the Czech Republic, Ahold

has taken advantage of the
country’s privatisation pro-

gramme to build up a 23-store

chain. By the end of the year it

hopes to have 30 stores.

Concerted expansion in
Europe is a new phenomenon
for Ahold, whose acquisitions

outside the Netherlands have
focused until recently on the

US, where it owns more than
500 supermarkets in the Bos-
ton-Chicago-Atlanta triangle.

The stores are spread mainly
over four well-known super-
market chains: First National,

BI-LO, Giant and Tops, the last

of which was acquired in 1991.

Mr Cees van der Hoeven.
Ahold's former finance director

and now president says the

company sought to spread its

risks and build up a halanr-pri

portfolio of companies. How-
ever, whether it invests in the

Cees van der Hoeven: ’some
synergy in Europe’

US or in Europe will depend on
available opportunities, not on
the pursuit of pie-determined
targets for geographic spread.

Southern Europe Is particu-

larly attractive because of

expectations of high growth,
he says, but the company is

casting its net widely.

“Ideally, I think in a number
of years’ time we should have
operations in a number of

European countries. But by the
same token, we should also

have further growth in the
US,” says Mr van der Hoeven.
He says Ahold is in contact

with potential acquisition can-

didates in the US. In Europe, it

is in constant touch with at

least three companies inter-

ested in pursuing ideas for

business partnerships.

The timing of any big acqui-

sition will determine whether
financing is by equity or debt,

Mr van der Hoeven says. In the
spring, Ahold made a FI 450m
($238.lm) rights issue to

strengthen shareholders*
equity after its. recent string of

acquisitions.

Ahold's expansion in Europe
is proceeding quite differently

from its US experience. In the
US, Ahold grew by gradual
expansion in 12 contiguous
eastern states, creating oppor-
tunities for co-operation
between the various chains in

advertising, warehousing, dis-

tribution. private labels and
merchandising.

If this pattern could be fol-

lowed in Europe, acquisitions

in neighbouring Germany and
Belgium would be logicaL but
prospective candidates are
expensive and difficult to find.

Instead, Ahold has chosen two
very different, far-flung mar-
kets to gain its first European
footholds.

"There is some synergy In

Europe, though admittedly less

than in the States,” be says.

For instance, the Portuguese
joint-venture has joined the
Associated Market Services
alliance, which groups 11 top

European food retailers,

including Argyll of Britain,

Casino of France and Ahold
Itself. Further synergy is cre-

ated by the transfer of know-
how in systems and distribu-

tion to tiie Portuguese and
Czech stores.

Mr van der Hoeven estimates

that Portugal could eventually

account for a sizeable share uf

Ahold's annual sate, though

probably not more than 10 F r

cent of the total The Czech

Republic - a longer-term prop-

osition - will probably not

come close to reaching ibis SO

per cent level, he says.

Unlike in the US. Ahold has

chosen to expand in Portugal

by way of a joint-venture. Such

arrangements are less common
in the US. where people prefer

to know who “the boss" is. In

its joint venture with Jeronimo

Martins, the Dutch company
holds 49 per cent of the shares,

but its voting power is equal to

that of its 51 per cent partner

All told, the two companies

own 45 "Pingo Doce" supvr-

markets: another 40 stores to

be given the Pingo Doce name:

three Feira Nova hypermar-

kets: and the 54-store I no
Supermercados chain of

smaller grocery stores. These

stores have a combined annual

turnover equivalent to S900m.

For all the excitement sur-

rounding Europe's single mar-

ket. Ahold does not believe

that exporting supermarket
formulae from one country to

another will work, because

each culture has its own way
of presenting food. In Spain,

hypermarkets are a fixture in

the food retailing landscape: in

the Netherlands, they are not

Mr van der Hoeven says:

"Although Spaniards will be

drinking Coca-Cola, eating
Campbell Soup and using
Heinz ketchup and Nestle choc-

olate, they will shop in a differ-

ent environment."

Commerzbank advances I Fortis seeks bank stake
PROFITS at Commerzbank.
Germany’s third-largest bank,
grew at "a double-digit rate” in

the first five months of the
year, the bank's chief execu-

tive said yesterday, writes

David Waller.

Mr Martin Kohlhaussen did

not go into details, bnt said

that the growth - which fol-

lows an increase in operating

profits of more than a quarter

in the first three months of the
year - was more due to strong

trading gains than an increase

in interest income.

The comment shows the con-

tinuing prosperity of the Ger-

man banking sector in terms of
|

total operating profits, which 1

include gains from own
account securities dealing. But
the figure takes no account of
provisions against bad and
doubtful debts.

Commerzbank’s shares have
risen against the market in

recent weeks. Although the
bank, almost alone among big

German financial institutions,

could be vulnerable to a
takeover, Mr Kohlhaussen
said yesterday there were
was no evidence that a third

party was accumulating
shares.

FORTIS, the Dutch-Bdlgian
financial services company,
has started detailed talks on
taking a “significant” stake in

the Belgian state-owned
savings bank ASLK-CGER,
writes Ronald van de Krol in

Amsterdam.
ASLK-CGER has granted

Fortis an exclusive but tempo-
rary right to negotiate a deal,

in preference to Belgium's
largest bank, G6n6rale de
Banque, which had also sub-

mitted an indicative, non-
binding offer for the bank in

May.
The Belgian government has

said that it might be prepared
to sell a majority stake in

ASLK-CGER. However. Bel-

gian law would have to be
amended to allow this.

A 49 per cent stake in the

Belgian savings bank could be

worth up to BFr33bn.
Fortis and ASLK-CGER said:

"Both parties are convinced
that a possible agreement
between them would bring
considerable opportunities.
and open the way for them to

play a leading role in Europe
while preserving the identity

and the operational autonomy
of each company.”
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AMER GROUP LTD

U.S.$75,000,000

6)4 per cent.

Convertible Subordinated Bonds due 2003

NatWest Securities Limited Postipankki Ltd

Merrill Lynch International Limited Swiss Bank Corporation

UBS Limited

Banque Indosuez Cazenove & Co.

Deutsche Bank AG London Lehman Brothers International

Nomura International

Lehman Brothers International

N M Rothschild & Sons Limited

Smith New Court Securities Limited

NatWest Markets
Corporate ^/ntcaforcm fiunfcrnj

Ivmkm tl'.'M jHfl t?i Hlfel

^N^Bank !

Australia and New Zealand
Banking Group Limited
Auimiifjn Cumfvtit Nuniter iYJ 357 522

I Jitoirpindzeii mth limitiil Libiiity in the Slow •>( Vtamw. Au>iriih>il

U.S. $200,000,000

Subordinated Floating Rate Notes due 1999

Notice is hereby given th.it lor the Intea-M Period 22nd June,

19*)? to 22nd December. 1991 the Notes will cany a Rate nt Interest of

3% per cent, per annum with an Amount of Interest of U.S.

$2,001.56 per U.S. $100,000 Note. The relevant Interest Payment

Date will be 22nd December. 19^5.

BankersTrust
Company,London Agent Bank

BAWAG

BANK FUR ARBEIT UND
WIRTSCHAFT A.G.

(Incorporated wHfi EnviedHabSHy rn Austria)

U.S-575,000,000 Subordinated Floating Rate Notes due 1999
In accordance with the terms and conditions ofthe above-mentioned
Notes notice is hereby given Ibat the Rate of Interest has been fixed

at 5.25% per annum and that the interest payable on the relevant

Interest Payment Date, December 23, 1 993 against Coupon No. 1

8

in reaped of 0,000 nominal of the Noteswillbe US4266.88.

June 23, 7 993, London
^By. Citibank, NA (Issuer Services), Agent Bonk CmBANKQ,

U.S.$200,000,000

J.P. Morgan & Co. Incorporated

Floating Rate Subordinated Capital Notes
Due December 1 997

Notice is hereby given that the Race of Interest has been fixed at
j

5.25% and that the interest payable on the relevant Interest

Payment Date September 23, 1993 against coupon No. 30 in respect 1

of U.S.SI0.000 nominal of the Notes will be U.S.JI34.17 and in

respect of U.S.S250.000 nominal of the NoteswiH be U.S,$3.354 ,17.

June 23, 1903, London ^1770 m mf/a^
By: CMbank. N.A (issuer SwvtoasJ. Agent Bank Of IfoAfVxte? .

Shimuzu International

Finance (USA), Inc

Yen 5,000,000,000

Tranche A Roaring Rate Notes
Due 1996

In accordance with the provisions of
the Notes, notice is hereby given

that the Rate of Interest for the

three month period ending 22nd
September. 1993 has been Axed at

3.6% per annum. The interest

accruing for such three month
period will be Yen 9,2011.0011 per
one Billion Note on 22nd Septem-
ber. 1993 against presentation of
Coupon No. 4.

Union Bank of Switzerland

London Branch Agent Bank

(8lb June. 1993

HMC MORTGAGE NOTES 6 PLC

£140,000,000

£7,000,000

Class B
Mortgage Becked Beating Rate
NotesdueSeptember 2030

Notice b hereby given that for the

Interest Period horn June 21.

1993 to September 20. 1993 the
Class A Notes and Class 8 Notes
will carry Interest rales of 6.1875%
and 6.9375% respectively The
interest payable on the relevant

Interest payment dale. September
20. 1993 lor the Class A Notes wHI

be £1,542.54, and lor the Class B
Notes wBi be £1.729.62 per

£100,000 nominal airman.

By: The CtasaMnbstbn BankJLA.
London, AgentBask

June 23. 1993

ECU 60,000,000

O
The Chase Manhattan

Corporation
nwcofpa«tw—1 wy

inWnai- UnateSamoMnweai
7%% 1988-1993

Subordinated Bonds
Principal Amounton Redemption

Liiucod to the Befgtsn Fnne

Notice tt hereby given In accontance
with the Items and Conditions at Bie
Notes

,
Sot the Redemption Price for

each Bond has been calcteated el ECU
1.085.04 perECU 1,000peyebis on June
24.1993

BpTtett—Wtnmt.XA A
irate, RtoiAfwl W

ImM mm CHASE

Notice to Bondholders

MPM
Yuen Foong Yu Paper
Manufacturing Co., Ltd.

(the "Company")

2 per cent. Bonds due 1999
(the "Bonds")

Pursuant 10 Condition 7(D) of the Term-, and C mjiti.-ns the

Bonds, under ccn.nn circumstances and upon compliance with certain

conditions therein set forth, any Bondholder mar require- the

Company to redeem all or some only of the Bund- held b\ such

Bondholder on 21m December, IOO4. at a redemption price of 122.55

per cent, of the principal amount of the Bonds redeemed touether

with interest accrued to the date ofredemption.

Nonce is hereby given that the Company has received n rubric from
the relevant taxing authority in the Republic of China lthe"ROC“H*i
the effect that the premium of 22 . 55 per cent, of the principal anv -urn

ofany such Bond 50 redeemed shall be deemed inrere-t income for the

purposes of che ROC Income Tax Law and, ifj redeeming Bondholder
is a non-ROC individual resident or a profit- seeking enterprise which
has no fixed place of business in the ROC, such interest income shall

be subject to withholding tax pavable by the Company ar .1 rate

currently equal to 20 per cent.

Pursuant to Condition 8 of the Terms and Conditions of rhe Ronds,
payment by the Company of such premium will be made after

deduction or withholding for oron account ofsuch tax. Accordingly at 1

current rates ofROC withholding tax, upon any redemption pursuant
,

to Condition 7(D) of the Terms and Conditions of the Bonds, ,

redeeming Bondholders that are non-ROC individual residents or

profit-seeking enterprises which have no fixed place of business m the
ROC will receive payment of a net redemption price equal to 1 18.04
per cent, of the principal amount of the Bonds so redeemed together
with Interest accrued to the date of redemption. The Company will i

make payment to the relevant ROC taxing authorities of all amounts
withheld and will not pay any additional amounts in respect thereof tu

such redeeming Bondholders.

BankersTrust
Company,London Agent Bank

23rd June, 1993

U.S. $150,000,000

Financiere CSFB N.V.

Junior Guaranteed
Undated Floating Rate Notes

Guaranteed on a subordinated basis
as to payment of principal and interest by

Financiere
Credit Suisse-First Boston

f FINANCIERE ^

Republic New York
Corporation

U.S.S 150,000,000
Floating Rate Subordinated

Notes due December 2009
For the tine month period June 23,

1993 to September 23, 1993 the

Notes wR cany an interest rats of

5.25% per annum wflh an interest

amount of U&S134.17 per

U^S10,000 Nate payable an
September 23, 1993.

June 73. 1993

By Citibank, NA
[fewerServices) Agent Bank

THE SCOTTISH
AGRICULTURAL SECURITIES
CORPORATION pJ.c.

Notice is hereby given that the

Registrar oT the Corporation* above
mentioned Debenture Stock win be
CLOSED forTRANSFER and
REGISTRATION front 16UiJuly io

I si August IM3.

By order of Ibo Bend
Nigel 9. HcbmtjoB. Scoctuy,

19 fallalSqnar.
Bdnbergti, EH I 3A

AIRCRAFT LEASE PORTFOLIO
SECURITISATION 92-1 LIMITED

OncapontodellhamtledHabliarlnJetvay)

u.s_S70,400,000 Secured Clam A3 Floating Rate NotesdueJune 1 997
Notice Is hereby given that the Rate at interest has been fixed at
4.0125% and mat the interest payable on the relevant Interest
Payment Date September 23, 1993 in respect of U.S.S38.150
nominal of the Notes will be U.S.S391.20 and in respect of
U.S.S76.3CX) nominal of the Notes wlB be U.S-$7B2.3S.

June 23, 1993, London
By: Citibank. NA ttesuac Sendees), Agent Bank CfTtBANK^}

RIGGS NATIONAL CORPORATION
US$100,000,000

FLOATING RATE SUBORDINATED NOTES DDE 1986
in accordance with the prevtatons of the Notea, notice la hereby given that for
the period 22 June 1993 to 22 September 1983 the Notes wffl carry a rate ol
interest of BKfc perannum wteh a coupon amount ofUSSI3L17

RIGGS NATIONAL CORPORATION
US $60,000,000

FLOATING RATE SUBORDINATED NOTES DDE 1996

In accordance with the provbkms of the Notes, notice Is Hereby given that for
the period 22 June 1093u 22 September 1983 the Notes wW carry a vale ol
Interest offiKtt perannum with a coupon amount ofUtt 154.17

The Chart Seminar - Pieicnled by David Fal-cr • 25!h year

Copenhagen 1 S 2 J^ly

Luxcrnccutg 2 & 3 Scp!ember
lurch 7 & S October

Coii Jane Farquhsiicn

•cl: 07T -4 39 .1951
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GM to shift capacity back to US
; ***•++

By Martin Dickson
in New York
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GENERAL MOTORS begins
crucial talks today on a new
three-year labour contract with
the United Auto Workers’
union • but in a much
improved atmosphere, helped
by a GM announcement that it

is moving some car production
from Mexico to the US.

Detroit's other two big motor
manufacturers - Ford and
Chrysler - also lace contract
negotiations this summer, but
GM's are potentially the most
difficult because it {aces more
serious financial problems in
North America than its rivals,
while Its labour relations have
been traditionally worse than
theirs.

However. Mr Jack Smith,
chief executive of GM since
last autumn, has been trying
bard to ameliorate the distrust
between the company and the
UAW - including taking the
unusual step of leading the
GM team when talks open
today.

In a significant move on
Monday, he also announced

GM was to shift production of

70,000 to 100,000 units annually
of its Chevrolet Cavalier sub-
compact car from a plant in

Ramos Arizpe, Mexico, to Lans-

ing. Michigan, next year.

The move will create
between 800 and 1,000 Jobs in

Lansing, which will be filled,

at least in part, by laid-off GM
workers. In return, GM has
won from the UAW an agree-
ment at the Lansing plant
which should ensure much
greater labour flexibility and
productivity.

The agreement, hailed by
both the nnirwi and manage-
ment as a example of sensible

co-operation, should also give a
boost to proponents of the
North American Free Trade
Agreement, bringing together
the US, Mexico and Canada.
NAFTA is facing a tough bat-

tle in the US Congress for rati-

fication, with opponents argu-
ing it would involve a large
loss of American jobs to
Mexico’s cheaper labour mar-
ket. However. GM's move is

likely to be used to demon-
strate that job movement will
not be all one-way.

Jack Smith: leadingGM team
In onion contract talks

Tim Cavaliers being moved
to Lansing are earmarked for

the US and Canadian markets.
GM says the shift should not
mean any job losses in Mexico,
with Cavalier production
expanding to meet growing
local demands and GM consid-

ering building a new awaii car

at Ramos Arizpe for the Mexi-
can market.
GM does not manufacture a

small car in Mexico, where this

section of the market is domi-
nated by Volkswagen and Nis-

san.

Mr Stephen Yoklch, the chief

UAW negotiator at GM, said be
believed this was the first time
a US motor manufacturer had
moved production out of
Mexico to the US.

Praising Mr Smith, he said

that “since he took over as
CEO wc have had more talk

and more working together
than we have had in the his-

tory of GM and the UAW."
Still, the contract talks will

be heavy weather. The Big
Three will be seeking greater

labour flexibility and lower
health and pension liabilities,

while the union will be trying

to maintain benefits and pre-

vent job losses.

After initial negotiations, the

union traditionally selects one
of the Big Three as its prime
target and then tries to Impose
tbe settlement reached with
this company on the other
two. Many analysts believe GM
is the likeliest target for

this so-called “pattern bargain-
ing”.
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Abitibi-Price suspends quarterly payout
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ABITIBI-PRICE. one of North
America’s biggest newsprint
producers, has suspended its

quarterly dividend, blaming
sluggish newsprint prices and
a need for capital to modernise
its mills.

Abitibi has been controlled

for the past three months by a
group of international banks,
which have taken over in

all but name the 82 per cent
stake owned by Olympia &
York, the crippled property
developer.

The banks are working

towards a decision on whether
and how to sell their stake.
An Abitibi official said tbe

derision to omit the dividend
was unrelated to the change In

control, but was entirely
dictated by business fact-

ors.

Tbe last dividend of 12.S

Canadian cents a share was
paid in March. The payout was
cut from 25 cents in 1989.

Mr Ronald Oberiander, chief

executive, said the dividend
halt was “in the best long-term

interests of our shareholders."

The North American
newsprint market bounced up
earlier this year as customers

lifted inventories to protect
themselves from a price
increase and the possibility of
a strike during labour
negotiations at mills in eastern
fanaiia

Mills sharply raised
production to meet the
demand, with capacity
utilisation In Canada jumping
from 85 per cent in March to 99

per cent in April.

But the improvement has
not been sustained. Several

companies, including Abitibi,

have announced production
cutbacks to counter tbe
renewed downward pressure

on prices.

Abitibi suffered a C$148m
operating loss last year, and
another C$24m (USSlS/Tm) in

the first three months of
1993.

Last year's losses were offset

by proceeds of C$353m from
asset sales, but no similar
disposals have taken place so
far this year.

The company is still seek-

ing buyers for three
paper-converting and office

products businesses.

It sold a paper mill in

north-west Ontario to a group
of employees earlier this year,

but is providing C$20m to

support the venture.

Bull in link

with US
computer

company
By Alan Cam

GROUPS Ball of France and
Packard Bell, a US personal
computer manufacturer, yes-
terday announced an agree-
ment In principle to form an
alliance between the US com-
pany and Zenith Data Systems,
Bull’s microcomputer arm.
Bull said It was taking a

19.9 per cent interest in the
privately-held US company but
refused to disclose the value of
the stake.
Under the terns of the alli-

ance, ZDS and Packard Bell
will jointly design and manu-
facture desktop PCs, giving
both companies the benefit of
their combined engineering
expertise and the high-volume,

high-efficiency manufacturing
technology used by Packard
Bell.

ZDS will supply Packard
Bell with private-label ver-

sions of tbe French company’s
notebook and sub-notebook
PCs. It already has an agree-

ment with IBM for the supply
of notebook computers, but
the new deal will allow it to

find greater cost efficiencies

through increased volumes.
A pioneer in portable com-

puting, ZDS has been losing

market share to Compaq and
Apple since its acquisition by
Groupe Ball. Mr Bernard
Pache. Groupe Bull chairman
and chief executive, said tbe

deal reinforced Bull's commit-
ment to the PC market
Packard Bell is a leading

supplier of low-priced “clones”

of IBM’s market-leading PC
designs. It is the third-largest

US supplier In unit terms of

PCs, according to market
research organisation Interna-

tional Data Corporation.

WMX earnings warning

prompts share price fall
By Laurie Morso in Cfttcoso

WMX TECHNOLOGIES, the
international disposal company
that recently changed its name
from Waste Management has
issued an earnings warning.

It said declines in US govern-

ment-directed environmental
clean-ups were trimming
income from a prime subsid-

iary, Chemical Waste Manage-
ment and would lead to lower-

than-expected earnings in the

second quarter.

The news, released after

Wall Street closed on Monday,
pushed WMX stock down $1%
to $33% In early trading yester-

day. WMX said although quar-

terly earnings from its other
subsidiaries, including Wheela-
brator Technologies, Waste
Management International and
Rush International were on
target, softness in Chemical
Waste's earnings would reduce
second-quarter results by 2 to 3
cents per share. Analysts had
projected WMX second-quarter

earnings at near 45 cents per
share. Now. they say, earnings
could be closer to 42 or 43
cents. The company will

release its second-quarter
results in July.

Chemical Waste said it

expected second-quarter oper-

ating earnings in the range of 5
to 6 cents per share, below
Wall Street estimates and
down from 16 cents in the sec-

ond quarter of 1992.

The company began to expe-

rience a drop in waste volumes
from clean-up projects in the

last quarter of 1992. and the
trend has continued so for In

1993.

“Government-mandated
clean-up work at contaminated
areas has failed to material-
ise,” the company said.

The company added that pri-

vate contracts for hazardous
waste disposal were being post-

poned.

Celsius opens year
with profits advance
By Christopher Brown-Hums
In Stockholm

CELSIUS Industries. Sweden’s
newly-privatised defence
group, yesterday unveiled prof-

its after financial items of

SKr205m ($27.13m) for the first

four months, up SKrlOm from
the same period in 1992.

The company, whose shares
will be traded on the Stock-

holm stock exchange for the

first time today, benefited from
cost-cutting and disposal of the

lossmaking piping installation

company Calor Vanadis.
It said the figures increased

its confidence it would at least

equal last year's profit of

SKr545m.
Considerable streamlining

before privatisation largely

explains a 17 per cent drop in

sales to SKr3-34bn. The group
sold Calor Vanadis and Calor
WS at the end of last year and
acquired the defence electron-

ics activities of Nobel Indus-

tries - now known as Celsius
Tech - in February.
The most disappointing per-

formance came from arms
maker Bofore, where sales fell

to SKrl.l2bn from SKrl.48bn
and profits dropped to SKrS6m
from SKiSTm.
Celsius said the fall was

“temporary" and partly
because series production of a
new combat vehicle, the CV 90,

was about to get under way.
The high-technology units

FFV Aerotech and Telub pro-

duced a combined profit of
SKr89m, up from SKifiSm, help-

ing to offset the drop in Bofors

profit. Submarine company
Kockums saw profits weaken
to SKr80m from SKrSSm.
The Celsius share offer. Swe-

den’s biggest privatisation, was
heavily oversubscribed. The
group has 56,000 shareholders,
but the state remains the larg-

est with a 25 per cent stake.

Skis Rossignol

back in black
By Alice Rawsthom in Parts

SKIS Rossignol, the French
company which is the world's
largest slti equipment manu-
facturer, returned to the black
in its last financial year.

It produced net profits of
FFr36.65m (S6.45m) in the 12
months to March 31, against a
net loss of FFr5&95m the pre-

vious year.

News of Skis Rossignol's
return to profit came a day
after the announcement of an
increase in 1992-93 profits

from Groupe Salomon, the
other leading French ski

equipment maker. Both com-
panies are recovering from a
succession of poor skiing sea-

sons in the Alps.

The growth in turnover
would have been even higher
- at 17.1 per cent - on stable

exchange rates.

Operating profits rose
sharply to FFrl42.89m from
FFrll.46m between the two
financial years.

Ares-Serono
sees sales slip

By Frances WRRams in Geneva
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ARES-Serono, the Swiss-based

pharmaceutical group and
world leader in human fertil-

ity drugs, expects sales to fall

this year to between 9820m
and $840m from 9854.5m in

1992, due mainly to the dol-

lar’s strength. Operating
income last year was S80m.

'

Mr Fabio Bertarelli. chief
executive and principal share-

holder, said yesterday cur-

rency movements were obscur-

ing gains in product sales and
market share.

Its accounts are consolidated

in dollars, although half Its

sales are in Italy and Spain,

which have suffered large cur-

rency devaluations.

In May, tbe group
announced an 8.8 per cent

drop in sales In the first quar-

ter, compared with a year ear-

lier, but in constant dollar

terms turnover rose 3 per cent

Valmet cuts losses to

FM72m at four months
By Christopher Brown-Htsnes

VALMET, the Finnish paper
machinery and engineering
group, cut losses after financial

items to FM72m (912.7m) in the

first four months, from
FM126m in the same period in

1992.

Given the stronger perfor-

mance. and signs of revival in

the wood processing industry,

the group has forecast a “con-

siderable improvement” in

income for the frill year, after

1992’s FM298m loss.

Sales rose 38 per cent to

FM3.31bn, and the operating
margin rose to FM265m from
FM123m.
However, financing costs

increased to FM152m from
FMS4m. mainly because of a
FM50m foreign exchange loss

following the depreciation of
thr> markka.

The company’s paper
machinery division was the

star performer, with sales ris-

ing to FM1.46bn from FM603m,
thanks to the timing of several

large machine deliveries.

Other units improved sales,

except at Saab-Valmet, where
sales fell..to FM384m from
FM808m after a dispute with
Adam Opel interrupted produc-

tion of Opel Calibra cars.

Valmet’s optimism for the

rest of the year is based partly

on a pick-up in orders as the

forestry sector shows signs of

recovery. At the end of April,

the group order backlog was
worth FM6.3bn, against
FM4.7bn at the end of April

1992.

The company forecasts a 10

per cent increase in 1993 sales

from FM9.64bn last year, and
says all its units should show
positive operation income.

GERMANY

If your corporation is

looking fora foothold in Ger-

many or intends to broaden

its existingbase byan acquisi-

tion, we can assist in search,

approach and negotiation.

LV
. \

As our domestic clients

are usually entrepreneurs,

proprietors or shareholders

of privately-owned German
companies, we are well ac-

quainted with their mentali-

ty. We are sensitive to this

when making approaches

and during negotiation and
valuation.

1

.First

If local competence is

needed to realize youp acqui-

sition goals in Germany suc-

cessfully, please contact us

for further information.

Fuchs Consult
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The Republic of Italy

U.S.$500,000,000

Floating Rate Notes due 2000

in iccordanct: with the provisions of the Noies, notice is hereby

given that for the Interest Period from 23rd June, 1993 to

23rd December. 1993 the Notes will carry an interest rate of

3.4375% per annum. The interest payable on the relevant interest

payment dale, 23rd December, 1993 will be US$174.74 per

USS 10,000 Notes and USS4.368.49 per US$250,000 Note.

ZMJi
,
1993

lailuro Bancaria San Paolo di Torino. London

as Agra Bank.

Citicorp Banking Corporation
U.S. $250,000,000

Guaranteed Floating Rate Subordinated Capital Notes
Due July 10, 1997

Uneooditionafly Guaranteed oa a Subordinated Basis by

cmcoRPO
Notice is hereby given that the Rate of Interest ho been fated at

5.25% and that the interestpayable on the relevant InterestPayment
Date, December 23rd 1993 against Coupon 35 in respect of

US$10,000 nominal of the Notesw3l be USS266.B8.

June 23rd, 1 993 London
By: Citibank, NA, (Issuer Services). Agent BankCw77o/Ulf\Cw

AIRCRAFT LEASE PORTFOLIO
SECURITISATION 92-1 LIMITED

flnxrpenmlwWilMtmtMMIrbiJarmiy)

U.S,SI04200,000 Secured Ctn*o A2 Floating Rate Notes dueJune 1987

Notice Is hereby given that the Rate ot Interest has been fixed al

4.3% and that thelnterest payable on the relevant Interest Payment
Date December 23, 1993 in respect ol U.S.$10,000 nominal ot the

Notes will be U.S.$218.58 and in respect ot U.S $100,000 nominal

of the Notes will be U.S.$2,165A3.

. June 23, 1993, London
lBy: CMbank. NA (Issuer Services). Agent Bank CfTIBANO4

U.S. $750,000,000

wumand Bank pic
iM0IIMD aaBtttr •> Encamp(toco

Undated Floating Rate Primary
Capital Notes

Notice Is hereby given that .tor

the Six months Werest Period

Item Juno 23,1983 to December 23,

1993 (183 days) the Note Rate

has bean determined m 5% per

annum. The interest payable on me
relevant Merest paymoni datojDec-
ember 23, 1993 w* be U.S. $254.17

per U.S. $10,000 nominal amount.

fly: TtoOataltateflwBu*,lfA

LaodoiAgHtfeok Q
June 23. 1993 chase

SALE OF A MAJORITY SHAREHOLDING IN
NUOVO PIGNONE SJRA.

ENI S.p-A. ("ENT), fcsty's state-owned energy and chcmtadi concern, is inviting expressions of interest for

a majority share ofthe equity capital in Nuovo Pignone S.pA. (*Nuovo Pignone*).

Nuovo Pignone. based in Horence and Used on the Milan, Florence and Rome stock exchanges, is one of
the world's leading manufacturers of gas and steam uubincs, reciprocating and centrifugal compressors and
pumps. Its consolidated turnover in 1992 was 1 ,978 billion Italian lire.

Some 79.4 per cent, of die existing issued dure capital of Nnovo Pignone is being offered for sole (51 per

oem. held by ENI and tbe remainder by its subsidiaries SOFID S-p-A., AGIP S.pA. and SNAM S.pA.)
together with an additional maximum of 14.47 percent, of the existing issued share capital, which ENI will

acquire In the even of tbe non-exercise of warrants outstanding on Nuovo Pignone shares maturing October

1, 1 993. Should an interested party so require. ENI is prepared to exdude from the sate opto 20.25 per cent,

ofNuovo Plgnooe'j existing issued share capital held by ENTs subsidiaries SNAM S.pA. and AGIP S.pA.

For the purposes of tbe present transaction ENI has engaged the services of briiuto Mobiliare Iiafiano S.pA.
C-IMT). Interested parties should coniacL*

GhilianoMnri

Islituto MobOiare Itahano S.pA.
Viale deU'Axte 25

00144 Rome ITALY
tel +39/6/5959 3758 - fax+39/6/5959 3064

IMI has already conducted a preliminary survey of potentially interested parties, some ofwhom have shown
on interest to take pact in the process ofsale.

Interested parties should make written request to IMI (telefax accepted) for the InfcmuJion Memorandum
on Nuovo Pignone no later than Jane 30, 1993. Joint requests from two or more parties will be accepted.

Tbe Information Memorandum will be sent to interested parties whose authorised representative has

returned to IMI no later than July 12, 1993, a legally executed and notarized confidentiality agreement,

together with a copy of their financial statements for the Iasi three yean, a description of the business in

which they are engaged, and tbe rationale for tbe possible acquisition. Enquiries by brokers and agents win

only be considered if (be identity of the party they represent is disclosed together with the details set oat

above.

This announcement does not represent either a public offering ex art. 1336 of tbe Italian GvD Code, or a

solicitation to public savings, ex an. 1/J8 of Italian Law 216/1974. Neither this announcement nor the

receipt of any offers by ENI will create any obligation or commitment to sell to any bidder nor give any
Udder any right to require any performance on the part or ENI for any reason, including payment of

brokerage or consulting fees. ENI reserves the right to withdraw from negotiations at any stage, without

giving any reason fordoing sa

This announcement does not constitute on invitation, offer or recommendation for the sale, purchase or

subscription of any securities. It has been approved by IMI Capital Markets (UK) Limited, a wholly owned
subsidiary of IMI and a member of the Securities and Allures Authority Limited, for tbe purposes of section

57 of (be Financial Services Act 1986.

Tbe Italian text of this announcement will prevail over any other version published oulside Italy. This

announcement and tbe sale procedure are subject to the laws of Italy.

CORRECTION NOTICE

BANCO DI NAPOLI
U5$ 100,000,000

SUBORDINATED FLOATING RATE
DEPOSITARY RECEIPTS DUE 1996

Notice is hereby given that, in accordance with the provisions of the above

nKuihmad Flooring Rote Depositary RoccqXS. the rale of iatsical for the six

months period {root June 21. 1993 to December 21, 1993 (183 days) hu been

fixed ot 3.7875% per annum.

Tbo an December 21, 1993 will be USS 192531 In wtpwt of

each USS 10000 Note and USS 1.92531 in raped of each USS 100.000 Noe.

AGENTBANK

HMHIQKBME
ItDBMB

MITSUIMARINE
AND FIRE

INSURANCE CO. LTD.

NOTICE TOHOLDERS OF
EUROPEAN DEPOSITARY

RECEIPTS TO BEARER (EDR'Sl

to accordance anth Claim- to uf ihc

DcpojJi Agrrcocot dated 17th Sept-

ember 1976. llambrm Bank Umilcd
heicby pire* nonce ot ihc cnucocaiioo
of ihc 7fttb Ordinary Cracial Meeting
of Shareholder* ot Mitini Marin: A
Foe iuunnoc Company tinned.

The parnculan arc at latknn.-

1. Dale and fame. 10.00 a.m. on J-jnc

29lh 199J i Tuesday

)

2. Place, in the conference room va
ihc iim Aooi of the head othcc ot

the CorapU]>- lucatcd at 9. KamLi-
iwugidai 3-Chomc. ttijada-Ku.
Tokyo.

3. Purp«< of ibe

Mailer, (o be reported:

Buuoew Report. Balance Sheet and
I octette Starerafnr furihr 7trfh fauunrit

year (from April lit 1W2 to March 3lu
19931.

Matter* h> be readied:

FIRST ITEM: Approial of Pfopotal

lor Profit AppropnaruM) tor tbe 76th

busiaea war.
SECOND ITEM: EJcciidii of Die (<)

Directon.
THIRD ITEM: Etccuoa of three i3)

Siaiulory Auditorv
FOURTH ITEM Picacnianon of :c-

liicmciil grami to retiring Dncuton
and Statutory Audiion lor ibcir

temccv

Hambros Bank Limited
V^Jl Toner Hdl. LondonEON4HA^/

Standard&Chartered

Standard Chartered PLC
(tncorponOBd wXfi gmtted BabBly In England)

£300,000,000
Undated Primary Capital Floating Rate Notes

of which £150,000,000

comprises the Initial Tranche

In accordance with the Tams and CarxSkuta of Iha Notes, notice Is hereby given
that tor iha three months period (92 days) from 22nd June 1993 lo 22nd
September 1993 the Nates wU carry an Interest Ride ot 6 1/18 per cent per
annum.

The Interest payment date wfll be 22nd September 1993. Coupon No. 33 wU
therefore be payable on 22nd September 1993 al £764.04 per coupon irem

Notes ot £50,000 nominal and £78.40 per coupon Irem Notes ol £5.000 nominal.

J.Henry Schroder Wagg & Co. Limited

Agent Bank
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Nippon Steel

buys into

NSW mine

HK’s superman finds warmer winds from China
Simon Holberton examines Li Ka-shing’s developing business relationships with the mainland

NIPPON Steel is to take a 10

per cent stake in the Bulga
mine, a New South Wales coal

operation within the Oak-
bridge coal mining group.
AP-DJ reports from Sydney.

Oakbridge said Nippon Steel

would bring “obvious financial

strengths" to the venture
and is expected to commit to

"significant coal purchases"
from the Saxonvale-Bulga

mine in the Hunter Valley

region..

The Australian company
said it was holding negotia-

tions with the hope of securing

a third equity partner for the

Bulga venture.

Oakbridge said it is proceed-

ing with an expansion plan at

the Saxonvale-Buiga mine
aimed at doubling annual coal

production to 6m tonnes a year

by 1996.

Oakbridge is 40 per cent-

owned by Menwraith McEar-
charn. Cyprus Minerals of the

US took control of McQwraith
earlier this year in a takeover

bid which valued Mcflwraith at

A*82m (US$56m).
The price Nippon Steel is

paying for its Bulga stake was
not disclosed.

I
T WAS a scene that

summed up just how for

Mr Li Ka-shing, the Hong

Kong property tycoon and

much else besides, has come

since 1989.

This April, the man whom
Hong Kong’s citizenry likes to

call "superman”, was on hand

to lend his lustra and support

at the launch of New China

Hong Kong, an investment

company that marries impecca-

ble mainland connections and
Hong Kong money and which

is fronted by Mr T. T. Tsui,

another local tycoon.

On the dais at Hong Kong’s

Hilton Hotel, Mr Li rubbed
shoulders and joked with Mr
Zhou Nan, head of the New
china News Agency. Beijing's

unofficial "embassy" in the col-

ony, and Mr Guo Fengming.
China’s top negotiator in talks

with the UK about Hong
Kong's transfer of sovereignty

in 1997.

In 1989, after the Tiananmen
Square protests. Mr Li was
openly hostile to the Beijing

regime. He talked of diversify-

ing his assets away from Hong
Kong, and he was also critical

of local businessmen who pub-

U KA-SHING’S BEIJING CONNECTIONS
K S LPa

Interest (%)

Chinese
partner

Leadership

connection

Kader fcnv. Srfang Grand
Devetopmoit

Shougang Corpn

Oriental Metals

Public Ml
Tung Wing Steel

Santa! Mfg*

China National

Non-famous Metals

Metals Corp
China Venturatech

Shougang
Shougang

Deng ZNfang, son

of Deng Xiaoping

Zhou Guanwu. chairman; member
of National People's

Congress; Deng protege

Wu Jfemchang,

Deng's son-in-law

Ms Cher Weill, daughter of Chan Yun

Deng-endoised company
Dong-endorsed company

licly justified Beijing’s suppres-

sion of the demonstrators.

"If you bend with the politi-

cal wind, if you have no princi-

ples, probably you'll have an
easier time doing business

around here," he told the

Asian Wall Street Journal in

November 1989. "I would much
rather keep my mouth shut
than say what I don't believe

to be true.”

Mr Li is still keeping his

mouth shut, but since China

re-embraced economic reform

more than a year ago he has

judged the political wind to be
warming. He is now spending

most of his time on the China-

related business ventures in

which his two main listed com-
panies - Cheung Kong and
Hutchison Whampoa - are

engaged, and in the task of

developing contacts with Bei-

jing's power brokers.

Mr U has forged links with a

son and a son-in-law of Mr
Deng Xiaoping, China's frail

senior leader, and with Shou-

gang Corporation, the third-

largest Chinese steelmaker
headquartered in Beijing and
backed by Deng. His latest

foray into the Hong Kong stock

market - the attempted take-

over of Miramar Hotel and
Investment - is with Mr Larry

Yung, the son of Mr Rong
Ylren, China’s vice-president,

and the head of Citic Pacific,

Beijing’s premiere investment

company in Hong Kong.

As befits a cautious man, Mr
Li, has not placed all his eggs

in the same basket Although
he has spent most of his time
cultivating the children of Mr
Deng, he has also given assis-

tance to the children of Mr
Chen Yun, Mr Deng's ideologi-

cal opponent and chief rival for

supreme power. Last Decem-
ber, he helped China Venture-

tech, a company controlled by

Ms Chen Wefli, to acquire a

Hong Kong listing. His Cheung

Kong joined with Venturatech

to take over Public Interna-

tional, an investment company

which is China Venturetech’s

listed vehicle in Hie colony.

Mr Li’s cultivation of China’s

top leaders and their offspring,

is simply the conventional Chi-

nese approach to business. As

Mr li and other Hong Kong

tycoons know, in China the

way to get deals done is

through personal connections

with powerful people. Says

Miss Pauline Loong, China
analyst at brokers Jardine

Fleming: “The fact is that

Deng’s children are all impor-

tant people. They know other

important people, and their

power win survive the death of

their father."

Bat there is also a pattern

emerging in the deals Mr Li is

doing. Shougang, in addition to

being an important steel pro-

ducer in China, also has a
large construction business.

Last week, Mr Li strengthened

his connections with China’s
metals industry when he
joined with China National

INFORMATION FROM THE BANK OF ENGLAND

Si

ISSUE OF £3,250,000,000

8% TREASURY STOCK 2003 fm
4.

*

mi
INTEREST PAYABLE HALF-YEARLY ON 10 JUNE AND 10 DECEMBER

FOR AUCTION ON A BID PRICE BASIS ON 30 JUNE 1993
PAYABLE IN FULL WITH APPLICATION With a competitive bid

With a non-competitive bid

Price bid

£103 per £100 nominal of Stock

This Slock will, an issue, be an investmentfalling w'uhm Part II of ihe First
Schedule tothe TrusteeInvestmentsAct 1961. Application hasbeen made at the
London StockExchangeforthe Stock to be admitted to the Official List an l July
1993 .

I. THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND
invite bids for the above Stock.

ACCEPTED, the i

l axe accepted will be accepted in lull AT A
ve sale prate) EQUALTOTHEAVERAGE
I1CH COMPETITIVE BIDS HAVE BEEN
being weighted by i tfatuct to the amount
I ROUNDED DOWN TO THE NEAREST

servants or ngems undertake to ifwintf n» rtnngp* decided oa but not jet >• :- f.
j

announced, even where they may specifically affect the on which, or the !.

!

2. The principal of and interest on the Stock will be a charge on the National
Loons Fund, with recourse to the Consolidated Fund of the united Kingdom.

3. The Slock will be repaid at par an 10 lone 2003.

4. The Stock will be registered at theBank of England orat the Bank of Ireland.
Belfast, and will be transferable. in multiples or one penny, by hwnini^ in

ucatcd it each price and ROUNDED DOWN TO THE NEAREST
MULTIPLEOF {/32NDOF£L

(v) If (he non-competitive sate price is less than £103 per £100 nominal of

innd ROt
IDOFXL

omission to such disclosure; and iim such omisrioo «h»n nwiiiw render
any transaction liable to be set aside norgive rise many cbim forcompensation.

any ,%
Mfj

ion. •
• -1

u tne iion-compeuuve sole pnee is less than 11UJ per LHJU nominal of
Slock, the balance oftheamount paid wHl be refunded oy cheqnedespatched
by post at the risk of the applicant.

BANK OFENGLAND
LONDON

Bet lasl, and will be transferable, in multiples ofone penny, by instrument in
writing in accordance with the Stock Transfer Act 1963. Stock registered u the
Bank of England bekl far ihe account of members of the Central Gilts Office

a . >
’ « i *>j."

t.j

&£*

isfcqp

fell

(CGO) Service will also be transferable, in multiples of one penny, by exempt
transfer in accordance with the Stock Transfer Act 1982 and the relevant
subordinate. lcgBl«ten. Transfers win be free of stamp duty.

S- Interest will be payable half-yearly on 10 June and 10 December. Income
tax will be deductedfrom payments ofmore than£5 perannum. Interest warrants
will be transmitted by post, interest will accrue from Thursday. 1 July 1993 and
me first interest payment mil be made on 10 December 1993 at fa rare of
£3.5507 per £100 of the Stock.

6. The Stock may be held on the National Savings Stock Register.

7. The Slock and the intaest payable thereon win be exempt Grom all United
Kingdom taxation, present or future, so long as h is shown mat the Stock is in

(vi) Iftbenoo-compedtive sate price is greater than £103 per£100 nominal of
Stock, applicants whose noncompetitive bids ore accepted may be required
to make a farther payment equal to the uoo-cotnpctiiive sale pnee less£103
for every £100 nominal of Stock allocated to them. An applicant from
whom n farther payment is required will be notified by letter by the Bank

22 Juno 1993

whom n farther payment is required will be notified by letter by the Bank
of England of me amount of Stock allnratcd to him and of the farther J”-

" : j~-\
payment due. bat such notification will confer no right oa the applicant to |

- l
>'

’

transfer the amotmt ofStock so allocated. The despatch ofallotment tetters i .

"
•T.

to applicants from whom a Anther payment is required will be delayed uni3 -'*•- 1

sun further payment has been mode. *

m'i

N&8

mm
such furtherpayment has been made.

16. The Bank of England may sdi to applicants less dun Ihe fall amount ofIhe
Suck.

17. The Stock will be. nod all previaas issues of8% Treasury Stock 2003 have
been, initially issued to the Bonk of England ar a price such that it will not be o
deep discount security for the purposes of Schedule 4 to the Income and
Corporation Tores Act 1988. Further issues of8% Treasury Stock 2003 may be
at a deep discount (broadly, a discount excectfing '4% per annum) and in certain

circumstances this could result in all of 8* Treasury Saxfc 2003 bang treated
thereafter ns a deep discount security. However, it is the intention of Her
Majesty's Treasury that farther issues of 85b Treasury Stock 2003 will be
conducted so as to grevent any of sudi Stock bring treated as a deep discount
security for United Kingdom tax purposes. Provided the Stock is oritnera deep
discount security, nor treated as a deep discount security, any discount to the
nominal value at which the Stock is issued will not represent taxable income far

the purposes of the relevant provisions.

18. Letters of aUotment in respect of the Stock sold, being the only fonn in

which the Stock (other than amounts bdd in theCGO Service for the account of
members) may be transferred prior to registration, will bo despatehed by post or
the riskofthe applicant, but the dufwach ofany knarofaUounm. and die refund
of any excess amount paid, may at the discretion of the Bank of England be
withheld until die applicant's cheque has been paid. In the event of such
withholding, tbe applicant will be notified by letter by the Bonk ofEagbnd of
the accqxtnoc of his application and of the amount oF Stock allocated to him,
subjectin eachcase to die paymentofhischeque, butsuch notification will confer
no right on the appficant to transfer the Stock so allocated.

19. No sale will be made ofa teas amount than £1.000 nominal ofStock. Ifan
application is satisfied inpot only, the excess amount paid wifi, when refunded,

be remitted by cheque despatched by pest at the risk of the applicant; if an
application Is refected the amount pda on application will be returned likewise.

Non-paymem on presentationofn cheque in respect ofanyStock sold will tender

such Stock liable Co forfeiture. Interest at a rate equal to the Loodon Inser-Bank

Offered Rate for seven day deposits in sterling fTiBOR") plus I% perannum
may. however, be charged cm the amount payable In respect of any Stock for

t the Stock is in
the beneficial ownership of persons who are neither domiciled nor onfinariN
resident in the United Kingdom ofGreat Britain and Northern Ireland.

K Further, ibo interest payable on the Stock will be exempt from Uniteda. runner, mo interest payawe on me stock will be exempt from United
Kingdom income rax, present or future, so long ns it is shown tbe Stock is
in me beneficial ownership of persons who are not ordinarily resident in the
United Kingdom ofGreat Britain and Northern Ireland.

9
- FsorinW paragraphs, persons are not oedinarily

resKteot in the United Kingdom ifthey are regarded asnot onfinarily resident for
the purposes of United Kingdom income tax.

10. Applications for exemption front United Kingdom income tax should be
made in such fbrai as may be required by the Comnussiooers of Inland Revenue,
ihe appropriate forms may bo obtained from tbe Insneemr of RirimrUuAmi, '

25S*f
CT£

?
nPtioas ^ e?^IJo » person to claim repayment of tax

deducted tram mterest unless the datra to such repayment is made within the
ocouneo uora interest unless the chum to such repayment is made within the
time limit provided for snefa claims under income tax law; under the provisions

tnuume rand if bis made withm six years from the date on which the interest** fa" »he date on which the interest

business canted on in ihe United Kingdom. Moreover, the allowance of the

Stwwi » preventing avoidance of taxation by persons domiciled.irawent or ordinarily resident m the United Kingdom. mJ/io particular fa
D0, ** e»“nt* from income tax where, under any ludrnov&an. it

resident or ordinarily resident m the United Kingdom.

Offered Rate for seven
may. however, be char

Method of AppBcation
payment,
England*shall consider appropriate.

20. Letters ofaDoonea may be split into denominations of multiples of£100
on written request to ihe Bank of Eagland, New Issues. Soothgate House.
Southgate Street, Gloucester, GLI 1UW received not later than 22JuJy 1993.

Such requests most bo signed and must be accompanied by the letters of
allotment. Letters ofaflocmeat, accompanied by a completed registration fonn,

may be lodeed for registration forthwith and in any case must be lodged for

Wednesday.

Sx dSlfcSSSf GLI
Bank New Issues. PO

Bmatass&gfeph*
14. COMPErmVE BIDS

y

(i) Eachoompedtive bid must be fbroaeamannt aTMt «nn»—I— fn„n,n. |

arrsn^n«wt«

21. Subject to tbs provisions governing membership of the CGO Service, a
member of that Service may, by completing SccriouC of the appEcation form.

'Stock applia
ajmm
> or greater

Multiple

£100.000
£L008/)W.. - „ *4|WV^Wg

The Bnnlc nf Pinhwl A. ,

request that any Stock sold to turn be credited mreci id tus accountm metw
onThmsday, I July 1993 by means ofa member-to-tnember deBvet> from an
account in the nmn of foe Governor and Company of the Bank or England,

Number 2 Account. Failure to accept such delivery by tbs deadline for

mcmbcr-to-PtembCT deliveries underthe roles oftheCGO Serviceoo 1 July 1993

shall for tbe purposes ofthis prospectus constitute default in due payroenl ofthe
amount payablem respect afibe relevant Slock. A member oftbeCGO Service

may also, subject to the ptoviskss governing membership of that Service,

surrender a fetter of aBouncnt to the CGO for canccBalion and for ihe Slock
comprised ihereia to be credited ro die member's account. Tbe member who is

S —-a iiy umuett

bid or part

« tore Ita kw« price a “

arc acceotMtMw^
S

are
competitive bids which” “*

.

l0*a* P*. mijr ta

IS. NON-COMFETmVE BEDS

anyenritfemeot tbereto,both be treatedssenukd to soefa Stockas ifthatmember
were the holder of a feticr of idfatment and be fiable for the payment of any

amount duem respect ofsuch Stock.

22. Until the close ofbusinesson5 November 1993.sock issued In accordance

with thisprospectus will beknown as S%Treasuy Stock2003 'A". The interest

due on 10 December 1993 will be paid scawntdyon holdings oftbe existing8%
Treasury Stock 2003 ood oo bokEogs <rf "A" slock registered at the dose of
hn«in-«K on 5 November 1993; consequently, interest mandates, authorities for

Inane tax mrannrim aid tffag uotificarionsipconfed in respect of hohfings of

existing stock will not be applied to the payment ofmerestdue on^-10December
1993 on holdings of "A” stock.

23. Transfers of 8% Treasury Stock 2003 "A” may be lodged at the Bank of

Etiglmd for rcgbtratitBi in ibra formup to 3 November 1993. Alter lintdate, for

purposes ofcertification, tto^'A" slockwOl notbeidtetmgunhed from the ousting

8% Treasury Stock 2009. Horn the opening of business on 8 November 1993.
the

aA~ stock will be amalgamated oin the register with the exladag Stock. CGO
account wiH have been amalgamated from the opening ofbusiness on
4 November 1993.

24. Application fbons and cones of this prospectus may oe obtained by post

from the Book of Bnatand, New bwaa. Sm^ate How*
,
Spufogate Street,

Gloucester. GLI IUW; at the Central Gats OStee, Bank of England, 1 Bank
Bdkfings. Princes Street. London. EC2R 8EU or at any of the Bimches or

Stock in dm Uohed Kingdom.

lUil Unless die applicant is a member of fa CGO

numinxL OF STOCK APPLIED FOR

Civ) The Bank of England reserve fa right to inject nny non-competitive bid.

Government Statement

TO THEGOVERNOR ANDCOMPANY OFTHE BANKOFENGLAND

VWe apply fa accordance with the terms offa
non-competitive bids dated 22 June 1993 as fol

a FOR COMPETITIVE BIDSONLY
_
(iefar Stock to be purchased at theprice bid)

Nominal amoont of
8% Treamny Stock 2003 applied for:

Amount ofStock appliedfar Multiple
£500,000-£1JXXLOOO £100.000
£1WLOOO or greater ajmjXD

Price bU per £100 nominal of Slock,
being a nmltiple of I/32nd of£lr

Sam enclosed (au being the amount required
for payment IN FULL ATTHE PRICE BID
for every £100 NOMINAL ofStock applied for:

fcMl FORNON-COMrermVE BIDSonly
fie far Slock to be purchased at the non-competitive sale price as

de/wajjsthepmspeeSm )

8% Treosory^>ck 2003 app&ed for: bemg a £
multiple of£1 ,000, with a minimum of£IJ»0 and l_r*;

a maximiun of£500.000 nominal of Slock:
Sum endoaed (a),

b^^forevrayniNOMfNALaf £

FORCGO MEMBERSONLY

CGO PARTICIPANTNUMBER -Tel No.

Name ofcontact

—

g THIS SECTIONTO B8COMPLETEDBYALL APPLICANTS
VWe request that any letter of allotment In respect ofStock sold to roofas

be sent by post at my/our risk to mefas at fa address shown below.
IN THE CASE OF A NON-COMPETITIVE APPLICATION. 1/we

warrant that to my/our knowledge this is fa only non-competitive apptonoo
made for myAnn benefit (or for fa beoefit offa persons on whose behalf 1
am/we are applying).

INTHECASEOFAN APPLICATIONBYAMEMBEROFTHBCGO
SERVICEWHOHASCOMPLETEDSECTIONC.we requestfootany Slock
allocated to us be credited direct to our account at fa Central G3ts Office.
We bmelw inevocabty mxtetiikcu acceptsochSlockby member-to-member
delivery through fa Central Gibs Office Service from fa Governor and
Company ofme Bank of England, Number 2 Account (Participate number
5183) by fa deadline for spot deliveries oo I July 1993. and we agree that
fa consideration to be input in remect of snefa delivery shall be fa amoral
payable by os on fa sale of sndi stock in accordance with fa terms offa
prospectus.

SIGNATURE#)
otaron behalfof. applicant

PLEASE USE BLOCK LETTERS
MR/MRS TORENAME(5) IN FULL SURNAME
MISS/MS

FULL POSTAL
ADDRESS

(a) Ascpvae
be mode pi

cme cheque n

le payable to

ofcoopedtiv

must acoom
j "Bank of I I crossed "New

CHAPS and Town Clearing company Limited. la respect of
noo-eompetitlTC bids, cheques must bo mown on a bonk in, and be
payable in, fa United Kingdom, fa Chamiol Islands orfa Isle of Mao.

(b) Tbe procedure forany refimd, or furtheramount payable, Is set opt infa
pMfMH.

APPLICATION FORMS MUSTBESBjTTOTHEBANKOFENGLAND.

LATERTHAN 10.00AMONWEDNESDAY. 30JUNE 1993;ORLODGED
BY HAND AT THE CENTRAL GILTS OFFICE. BANK OF ENGLAND.

!

BANK BUILDINGS. 19 OLD JEWRY, LONDON NOT LATER THAN
10JOO AM ON WEDNESDAY, 30 JUNE 1993; OR LODGED BY HAND I

AT ANY OF THE BRANCHES OR AGENCIES OF THE BANK OF I

ENGLANDNOTLATERTHAN 3J0PMON TUESDAY. 29JUNE 1993.
j

Non-ferrous Metals Corp

(CNNC). the vice-president oi

which is Mr Wu Jianchanft a

son-in-law of Mr Deng.
_ _

Last month. Mr Li joined

with Mr Deng Zbifang. Mr

Deng's son. and Shougang to

take over Kadar Investment, a

local Hong Kong property com-

pany. The Kadar takeover

appears to be more akin to-Mr

Li’s tilt at Miramar which, in

an unusual development for

Hong Kong, has run in to prob-

lems with a counterbidder. But

the mainland tie-ups seem to

serve flfl important strategic

interest in China.

“1 think that one of tne

important lessons Mr Li has

learned from his 30 years in

business is the importance of

control of the market you oper-

ate in,” says Mr Archie Hart,

director of research at brokers

Crosby Securities. “He has
rpaHn a lot of money in Hong
Kong by controlling the

property market and the con-

tainer port He wants to apply
frhat principle to his business

interests in China."

In China, Mr Li is Involved

in projects worth HK$129.2bn

(US$l6.7bn). of which his

U Ka-shing: spends most of _

Him* on China-related ventures

attributable interest - is

HK$i9.7bn. Investments are

wide ranging and include polls .

development and power station. *^|

construction, but most ot his. • -

investments are in property. . ..

"He knows he can not exer-

cise the same control over korf

in t3*\na as he does In Haig

Kong so he has 'opted fiw tie- . .

ups with companies that hire

important to the construction

process,” says Mr Hart,

With building materials'-
.

prices in southern China rising

by more than SO per cent in the

first three months of this year

compared with a year eadier,

access to materials has become

a priority for developers. Mr
Li’s new found friends in Bei

-

jing just might be able to help,

Semi-Tech to sell

51% Singer interest
By Sfanon Holberton

En Hong Kong

SEMI-TECH (Global) is to sell

its 51 per cent interest in

Singer Company to Interna-

tional Semi-Tech Microelec-

tronics (I&TM) for HK$6.63bn
(US$850m) cash.

ISTM is Semi-Tech's control-

ling shareholder. It is a
Toronto-quoted company con-

trolled by Mr James Ting, who
is also chairman and chief
executive of Hong Kong-listed

Semi-Tech, and Singer, which
is listed on the New York
Stock Errhangp.
Semi-Tech said it would

use the proceeds of the

sale to develop G M Pfaff

of Germany. Europe’s leading

sewing machine manufacturer,

in which it has a 51 per
cent interest, and Sansui, a
Japanese consumer electronics
manufacturer
ISTM is paying US*33.50-a

share, compared with Singers
closing price in New York on
Monday of $35%.

Semi-Tech said the sale
was not outside the group and
that current business
relationships between Singer,

Sansui and Pfaff would not

be affected by the deal

.

Mr ling said yesterday that

the sale of Singer represented a
logical development for Semi-

Tech which he described as
“in-house investment bank9

’, to

the group which invests in
sound businesses requiring

restructuring.

“We want to re-create

another Singer in Sanad and
Pfaff. In addition, . we will A
attempt to refocus our near-

^

term investment and •acquisi-

tion strategy on the. high-

growth Asia-Pacific region.

Including China."

Last week in the US,
Semi-Tech readied a HK$730m
out-of-court agreement with
Bicoastal Corp< the former
owner of Singer, for settlement

of certain disputes between
the two arising from
Bicoastal's - 1989 sale of
Singer.

The purchase by ISTM of
Semi-Tech’s - Interest-

1
in

Singer will be funded by
US$300m of borrowings and the

issue to Semi-Tech of “A”
shares in ISTM to the value of
US$55m.
The issue of these shares will

be underwritten by a group led

fay Dominion Securities; .

Toyota Motor takes 8%
stake in Indonesian group
By WBHam Keeling in Jakarta

TOYOTA Motor Corporation
has taken an 8 per cent stake
in Astra International, the
Indonesian automotive con-
glomerate, in a deal worth
Rp200bn ($85AnX
Analysts see the deal as a

vote of confidence in Astra,
which has more than $800m in
foreign debt and last year saw
net profits Call 61 per cent to
Rp81.5bn. Dismal sales also
coincided with a financial cri-

sis for the Soeryadjaya family,
Astra's founders, when their
privately-owned Bank Summa
was closed at the end of 1992
owing more than Rpl.BOObn.
According to analysts, the

Soeryadjayas now own less
than 10 per cent of Astra; com-
pared to 73 per cent last year.
Ownership is principally split
between public investors (16
per cent), state-owned financial
institutions (27 per cent), and a
17-member consortium of pri-
vate investors which took a 33
per cent stake in January.

Astra's share price has
recovered from a low- ~ of
Rp8,500 last December to

RplS.250, although Toyota paid
just RplO.OOO a share for itsM
stake. •

Toyota said Astra has alsii

asked Toyota representatives
to join its board, although

.

there may be problems taking
up the invitation under Indone- -

sian law.
Brokers were quick to warn

that yesterday’s purchase does r

not mean Astra is free of its

troubles.

Sales for the first four _

months of the year totalled
just 28,495 units (of which 48
per cent were Toyota vehicles), .

down 12.5 per cent on toe-same.

.

period last year and 42 perceriftfr
down on 1991. -

.

However, Astra may be able
to improve profit marghiR fbk
lowing tax increases, ion

~

imported completely- built-up

'

curs and reduced fai on
’

imported components - for
vehicles assembled in Indon-
esia.

Sunkyong to

cut back on
subsidiaries
SUNKYONG Group, Korea's
sixth-biggest business group,
plans a package of mergers
and a share sale reducing the
number of the group’s subsid-
iaries to 24 from 32, AP-DJ
reports from Seoul.
Sunkyong is to sell two sub-

mer?e seven
others. It will sever its subsid-
iary relations with Yukon?
Fuchs and. Sunkyong Clean-
tech by selling stakes of 50 ner
cent and 100 per cent respec-
tively.

Yukong Fuchs is a joint-ven-
tore with Fuchs Group of Swit-
zertand “Fuchs Z Wjy
52d

.
to

.®
nr Pk“ to sell our

tato, comply- ^
Included in the merger plan

Phannaceutlcalsand Sunkyong Information
System which will

!X2>Vely
.,

iato Suni'oX
Industries and YC&C Co?^

g

The moves reflect
yong’s attempts to streemH^'
its organisation.

StPeamHl»e

Polish bank’s

shares surge as

trading starts
SHARES in the Wieikopobld
Bank Kredytowy (WBK), tMl
first of Poland's nine .main
state banks to be privatised,
rose steeply yesterday when
tne bank's shares began trad-
mg

,

0Q the Warsaw stock
^change, writes Christopher
Bobinski in Warsaw.
A public offer of the bank’s

shares in April saw -L7m
shares, or 27J2 per cent, sold at

of 115/JOO zlotys radi
(*o.5). According to traders,

175,529 WBR shares yes-

changed - hands . at
J50,000 Zlotys, reflecting thft

general rise in share prices on
Joe Warsaw stock market in
the past two months.

’

The European Bank for
Reconstruction and Develop-
ment owns 2&5 per cent of the,
wbk for which it paid Zlflbnl
«otya when the bank was pri-
vatised. 1 .

Slaski, the nest Hun-
^snan state owned, bank to be
pnvatised. is to be ofiered to
investors this autumn
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Spanish prices jump on hopes of lower interest rates
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Interest

By Peter John in London
and Patrick Harverson
h New York

SPANISH bonds jumped by
more than a point yesterday as
Increasing confidence in the
new government and a spate of
European interest rate cuts led
to hopes of an easing in Spain
today.

In the futures market, the
September contract was 1.15
points higher at its peak. Then,
profit-takers took the contract
down to dose at 93.25, a g?in of
0.90 on the day. Also, the yield
spread against German bunds
moved under a historic support
level of 350 basis points to 347
basis points.

GOVERNMENT
BONDS

Rate cuts in the Netherlands.
Belgium. Portugal and Ireland,
as well as the significant eas-
ing in the French intervention
rate, have encouraged the
belief that European central
banks have no problem in eas-
ing independently of the Bund-
esbank.

AN ANNOUNCEMENT that
today's German repo would be
variable appeared to set the
seal on any hopes of a signifi-

cant rate cut arid sent German

•!.' i

:n v
jl

rv-v ...

bond prices lower. Bund
futures for September delivery
fell 12 basis points to 95.18.

The repo rate has been stuck
at 7.6 per cent since early May
and there were expectations
that the Bundesbank might cut
by as much as a quarter-point
following the French cut on
Monday.
However, those hopes were

eroded by high money supply
growth figures and were dealt
a further blow by the continu-
ing strength of the US dollar

against the D-Mark. The dollar

touched DMl.70 in intra-day
dealing In London yesterday.

FRENCH government bonds
paused for breath yesterday
following their recent surge, as
some investors wondered if the
yield spread against bunds had
narrowed far enough.
The spread for April 2003

benchmark bunds and OATs
widened slightly to 12 basis
points.

THE GILTS market started

brightly, but an early quarter-
point gain was eroded on the
latest auction announcement,
with September UK gilt futures
easing '• point to lQtii. The
Bank of England is to auction
£3.25bn of 8 per cent Treasury
stock due 2iXB on June 30.

There was little surprise at

the auction details but they

FT FIXED INTEREST INDICES BENCHMARK GOVERNMENT BONDS
June 22 June 21 June 18 June 17 June 18

VMr
BBO HWI 1

W!«(M 96 SO 96.41 »B3 K9S 9SJH BBSS 9WM 312B
Rn« MNWt 113.79 11140 11103 112.4? 1UL04 10UB 11103 108-67

Bm« 10D: Government SacunUm lfi/WCft Fbea Mens! 1028.
,fcr 10*3 Oaunimem SniKa Mon since CunMMOuw- 127 40 ISriraSi. M -M.lB 0/1/751FM Inweei fttfi ence compnoaon 1 13K> taO/BA, law 5033 anna

GILT EDGED ACTIVITY
JUM Z1 June t8 an 17 JlIH 18 Juno is

G» Edged Buptai 105.6 I05J 102.1 1010 11*9
*-***» mnge 105.9 1014 953 92.7 91.6
* SE SdiwUy nacw nOwd (?«

gave an opportunity to take
profits after a solid rise

prompted by the announce-
ment of sharply lower UK
inflation and helped by the
French rate cut.

In the cash market, the
benchmark 9 per cent Treasury
stock maturing 2008 fell i to

107 j;, although at the shorter
end the five-year dated March
1998 gained A points to 101A-

IN THE remaining high
yielding European markets.
Italian government bonds were
volatile. They rose in early
trading on the prospect of a
half percentage point interest

rate cut, but prices slipped
later in the day on concerns
over a vote of confidence called

by Mr Carlo Ciampi, the prime
minister, and closed 0.27 point

lower at 102.08.

Portuguese bonds were
strong, buoyed by Investor con-

fidence that the escudo will

remain stable and local money
rates will continue falling. Two
state banks followed up Man-
day's quarter point cut in the

Bank of Portugal's key money
market rates by announcing a

further cut of up to half a point

in the prime rate.

LONGER-DATED US Trea-

sury prices finned slightly yes-

terday morning, but the short

end of the market remained
steady ahead of the afternoon
auction of two-year notes.

By midday, the benchmark
30-year government bond was
up A at lMfi, yielding 6.761 per
cent. At the short end of the

market, the two-year note was
unchanged at 99JJ, to yield

4.124 per cent
Trading was relatively sub-

dued throughout the morning,
especially at the short end of

the market, as Investors and

Coupon
Rad
Owe* Price Orange YleW

Week
go

McoOl
go

AUSTRALIA 0000 0M» 113.7045 *0.531 7S3 7 57 7.70

BELGIUM 9.000 ran? 112,4700 - 7.17 723 740

CANADA * 7250 0B/B3 992000 ,0050 738 7.46 7(52

DENMARK 8 000 05TC3 106JU0O -0200 7jOO 7.15 732

FRANCE STAN 0.000 av38 107 1W1 -0.111 023 641 664
OAT 9 500 C4.m 1 11.7700 -0.110 601 634 MB

GERMANY 075 B4/C3 1C0J350 6.71 676 681

ITALY 11-500 (HD3 101 £500 -0.115 T1JS2T 11£3 1235

JAPAN fid 119 4.300 06733 102JS39 -(L295 4.30 420 481
NO 145 5.500 03/02 108 5430 -0303 446 4.44 4.72

POHERLAfiffiS 7.000 02/03 103.3600 ^UMO 6 51 659 6.73

SPAIN rojeo 06702 100.7039 *0912 7017 1070 1132

UK GILTS 7530 03.98 101-05 ,5/32 6.94 7.07 7.11

acco oato 101-18 -4/32 7.77 ?x B.08

9000 tatiB 1C7-13 -V32 8.13 633 848

US TREASURY * OS5Q 02.03 102-18 *402 589 532 618
7.125 0273 104-21 ,17/32 676 8.BO 733

ECU (FfBttP Goull 8000 04AQ 105.9700 ,0.100 7.13 732 7.48

London doatng, 'OanoLes New Ycrk rrurnma session Ytlcx Locra market rancam
T Grois annual ytetd Oncruang withmdmg uu tt I2i per cam payacte oy ncn-reateena.1
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Fed says derivatives

growth understated

dealers prepared for the after-

noon sale of $16bn of two-year
notes and today's auction of

Sllbn of five-year notes.

Comments just before mid-
day from Mr Wayne Angell,
one of the Federal Reserve gov-
ernors. had little initial impact
on sentiment. He said the Fed
was ready to tighten monetary
policy if inflation revived.

He reiterated to Republican
members of the Congressional
joint economic committee the

importance that the Fed
should “continue to focus in all

circumstances on price level

stability," but also expressed
optimism on the prospects for

low wage price inflation.

Mr Angell's comments came
just a week after May con-

sumer and producer prices
data revealed that inflation

was not as threatening as bond
market investors and dealers

had originally feared.

There was little else to stir

interest and the day's only eco-

nomic news - the Johnson
Redbook report on retail sales

- was due later in the session.

Republic of Austria launches record Swiss franc offering
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By Tracy Corrigan

THE REPUBLIC of Austria
yesterday launched the largest

offering to date in the normally
tranquil Swiss franc bond mar-
ket

The SFrlbn seven-year deal,

launched by Swiss Bank Cor-

poration, is part of a broader
effort to improve tbe liquidity

of the Swiss franc market by
creating trading benchmarks.

INTERNATIONAL
BONDS

The aim is to attract more
overseas institutional inves-
tors, who have usually avoided

the market because of its poor

liquidity record.

"The deal prompted interna-

tional interest," said one
banker. “The prospect for

liquidity is good compared
with the Swiss government

bond market, which remains
underdeveloped."
An official at SBC said that

the deal might be reopened, to

provide extra liquidity, if Aus-
tria needed further funds. The
deal was unswapped.
In the Eurolira bond market,

which has expanded rapidly in

the last few months and is ben-
efiting from the efforts of Ital-

ian banks to trade the market
more actively, the European
Investment Bank added a fur-

ther LSOObn to its L700bn of
five-year bonds launched ear-

lier this month, bringing the

total size of the deal, ahead of

tbe settlement date, to

Ll.OOObn. It is tbe first deal to

reach that size since the EIB
and other supranational and
Italian borrowers lost their tax-

exempt status last year.

Although interest in the
Eurolira market is developing
swiftly, and tbe availability of

large liquid deals is likely to

draw tbe attention of both bor-

rowers and investors, the mar-
ket may find it difficult to
attract many borrowers able to
issue in large size, due to a
lack of arbitrage opportunities.

The EIB has a natural demand
for lira, because it will onlend

the unswapped lira funds
raised through the Ll.000 bn
Eurobond.
Although the initial L700bn

Issue has rallied nearly IV*

points since its launch earlier

this month, on the back of
renewed interest in lira bonds,
the deal suffered somewhat
when the market fell due to

renewed political uncertainty
yesterday.

At the end of the (lay's trad-

ing, the deal was quoted at

101.20. just inside full fees of
IV* points.

• Standard & Poor’s has low-
ered the ratings of the Prov-

ince of Quebec and Hydro-Que-
bec to A+ from AA-, revising

NEW INTERNATIONAL BOND ISSUES

Amount Coupon Price Maturity Fees Spread Book runner
Borrower
D-MARKS

m. % % bp

KeiyO Co nodi 100 2375 100 Jul 1997 2.125 - Yamscrii Bank [Deutchi

FRENCH FRANCS
Aerespettoie 1.5bn 7 98.61R Jul.2003 0.35R «45 i64i%-03) Credit Lyonnais

CANADIAN DOLLARS
Genurtfi Elecme CapLCanada 200 7 99 125R JuL 1999 0JV5R +37^fEVr%-9a)Swiss Bank Carp
Vancouver CSCUjb) 100 7 9&.675H AUg.1998 0.3R ,51 Hambroa Bank

ITALIAN URA
European Investment Bank{cJ 300bn 10.15 102-94 Jul. 1998 1.75 BC1/BNL/C:echo Ita&ano

AUSTRALIAN DOLLARS
Toyota Finance Australia 100 625 101.104 Aug. 1096 15 - Merrill Lyncri bltt.

Ford Craem AusJrato 50 7,5 100.75 Aug 1996 2 - Hambros Bank

SWISS FRANCS
Hopubbc of Austria ibn 4.5 102 125 Feb 2000 • Swiss Bank Corn
European Inwerunera Bank* 200 4.5 102 Jut 1937 - - Swiss Bonk Carp.

Final torma and non-caHabie unless stated. The ymfd spread (Over relevant govenment bond) m lawich is suppBed by the lead

manager. *Prhute placement. (JiWfth equity warrarns. Ft fixed re-olter price; fees are shown at the re-offer leveL aj Fixing: 30/6/93. b)

Borrowera fun name: Vancouver Oly Savings Cretft Union, cj Issue launched 9/6/93 was increased 10 LIOOQba

By Tracy Corrigan

THE growth of the derivatives

market may be exceeding esti-

mates by trade associations,
according to Mr David Mullins,

vice-chairman of the board of

governors of the Federal
Reserve.

The Fed puts the total

notional value of derivative
instruments in the US banking

system at ST.OOObn in the first

quarter of the year, much
higher than estimates by the
International Swaps and Deriv-

atives Association, whose end-
1991 figures, still widely cited,

put the value of derivatives
globally at under $4,000bn.
(Fed figures include foreign
exchange forward contracts
and forward rate agreements.)

Mr Mullins added that
notional value is not an accu-

rate measure of exposure. He
said credit exposure for the
same period, based on replace-

ment value, was just S140bn.

But increasing concern
about creditworthiness and
tougher competition has con-

centrated that business among
a much smaller group of play-

ers. Mr Mullins says 90 per

cent was conducted by just six

US banks.

Although this concentration

is of some concern, "the insti-

tutions know who they are and
we should be able to supervise

them," he said. The US banks

most active in the derivatives

market are Citibank. Chemical,
JP Morgan, Bankers Trust,
BankAmerica, and Chase.

Meanwhile, the pace of
research into derivatives

shows no sign of abating. The
Group of 30 study on deriva-

tives chaired by Sir Dennis
Weatherstone is expected to be

published in July, while the
technical committee of the
International Organisation of

Securities Commissions will

start a derivatives working
party in September.

Euroclear study aims to

cut the cost of settlement

the outlook from negative to

stable. The province's growing
debt burden was cited as a key
factor.

• S&P has assigned an invest-

ment grade rating of BBB- to

the Republic of Colombia's
recent $125m Eurobond issue

due 1998. Colombia Is the only
Latin American country except

Chile to be awarded an invest-

ment grade rating by S&P.

The rating reflects the coun-
try’s “long-standing record of

prudent economic and Finan-

cial management, economic
growth and uninterrupted ser-

vicing of foreign debt

"

By Peter John

RESEARCH aimed at tackling

the huge international invest-

ment losses caused by time
delays and national regulatory

inconsistencies in securities

settlement has been published

by Euroclear, the international

clearing house.
Euroclear's two-year study

concentrates on the costs and
risks of cross-border securities

trading and was backed by
market research carried out by
Price Waterhouse. Its recom-
mendations are:

• To ensure that holders of
securities have title at each
stage of the transfer and
update ownership and transfer

laws;

• To streamline the system
which enables international
investors to avoid paying taxes

in both countries;

• To cut back on regulations

surrounding wholesale inves-

tors;

• To allow for two settlement

periods each day at each cen-

tral securities depository to

smooth over the delays created

by international time differ-

ences;

• To enable investors to settle

before the settlement deadline;

• To set up an international

information system covering
the corporate announcements
in each country;

it is lobbying for the recom-

mendations to be taken up
within five to seven years and
believes that their adoption by
national regulators could save

billions of dollars.

Mr John Olds, general man-
ager of Euroclear in Brussels,

would not quantify' the poten-

tial savings for the group's
2.700 members and sharehold-

ers who, with clients of Cedel,

its rival clearing house, made
cross-border transactions in

domestic and international

securities worth Si5,000bn In
1992. “We took as a benchmark
an active broker/dealer clear-

ing $5G0m a day. We estimate
that firm would save S25m a
year,” be said.

The in-deptb analysis of

cross-border securities dealing

seeks to push forward the
impact of a 1989 report by the

Group of 3U. a Washington-
based think-tank'. That report

established the principle of
three-day settlement but was
mainly influential in domestic
markets.
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FINANCIAL

COMPANY NEWS: UK

First Leisure takes a

£20m step into bingo
By Andrew Boigor

FIRST LEISURE, the group
that took ten-pin howling
upmarket in the UK, has
finally made its move into

bingo.

It has paid £195m for Nudge
Leisure, a private company
which owns seven large bingo

clubs operating mainly In the

Midlands, and intends to build

a national chain of lavishly

equipped venues.

The UK market of 2,000

bingo elute is currently domi-

nated by the Rank Organisa-

tion and Bass, which between
them control more than
30 per cent of the elute and a
bigger share of the total reve-

nue.

The market has long suffered

from a dowdy image, being
associated with middle-aged
customers playing for low
stakes in converted high street

cinemas.
However, in recent years

Rank and other operators have
developed a new sector of the
market, operating out of pur-

pose-built units with extensive

parking facilities.

Lord Rayne. chairman of

First Leisure, said: “These

units are attracting a new
bingo customer who is more

affluent and younger than the

traditional target customer. It

is the possibilities afforded by

this structural change that

make tiie bingo market partic-

ularly attractive to us”
Mr John Conlan, chief execu-

tive, said the group’s new
bingo division would grow
mainly through the develop-

ment of large units in main
towns, (dose to residential

areas, hut with extensive park-

ing. All would feature bars,

food and gaming machines,

which yield high profit mar-

gins.

He expected to spend £3m-
£4m on each outlet and aimed
to open two or three sites a
year - eventually building a
chain of 20-30 outlets, each
with capacity of up to 2,000

people.

This would give First Leisure

another business of similar

size to its three other core
activities - Super Bowls, disco-

theques and resorts such as

the Blackpool Tower.

Mr Conlan said he had
wanted to move into bingo lor

a long time, but Nudge was the

first opportunity which offered

the right size of sites with good
nymflgBfflftfit-

In the year to March, Nudge
made pre-tax profits of £L5m
on sales of £9.6m, so a main-

tained performance would
enhance the group’s earnings

per share.

The new bingo division wifi

be managed by Mr Paul Tal-

boys, 39, who joins First Lei-

sure from Bass, where be is a
senior bingo executive. The
Nudge operation will continue

to be run by Mr Peter Wil-

liams, who has managed the

company for the last fire yearn

and previously worked with
Bass and Mecca.
The acquisition was funded

with a vendor placing of 5£5m
First Leisure shares with insti-

tutions at 853p by Hill Samuel,
with Cazenove as brokers.

The shares dosed ip lower at

See Lex
It’s a toll house! One of the pnipose^milt units that Lord Rayne says is attracting a new bingo

customer who is more affluent younger thaw the traditional target customer

Profits improve 5% to £12m despite lack of consumer confidence
FIRST LEISURE reported a 4.6 per

cent increase in interim pre-tax prof-

its to £12Jtm but said it had not yet

detected any recovery in consumer
confidence, writes Andrew Bolger.

Turnover for the six months to May
2 Increased by IS per cent to £52m
and operating profits by 14.6 per cent

to £14m.

However, a higher tax rate meant
that earnings per share fell slightly

to 5.74p (5.88p).

Lord Rayne, chairman, said: “Dur-

ing this period of continuing eco-

nomic stress, trading patterns have

been volatile, with no consistent

trends discernible.

“The gains which have been made

tend to reflect the group’s own
efforts, rather than any recovery in

consumer confidence.”

The sports division experienced a
more difficult first half and the small
improvement in trading profits, from
2.72m to £7.6m, was entirely due to

the first-time contribution from
two new Super Bowls at Bristol

and Plymouth.
The Hanrfng division maintained

the progress achieved during the sec-

ond half of last year, increasing trad-

ing profits from £6.1m to £7Jim. That
was mainly due to the successful

refurbishment and relaunch of six

discotheques and the opening of a
large new discotheque in Liverpool.

IBC’s package of proposals

to remove the banks9 control

Court Cavendish flotation

values health group at £51m
By Paul Tayfor

INTERNATIONAL BUSINESS
Communications (Holdings),

the conference and newsletter
publishing group, yesterday
announced a package of pro-

posals including a £20m plac-

ing and open offer.

The proposals are designed

to cut group debt by three

quarters, remove the banks’
controlling interest, and enable
it to resume dividend pay-
ments.
Shares in the company,

which yesterday forecast an
operating profit of £3.5m
(£328m) and a pre-tax profit of

not less than £750.000 (£572,000)

in the six months to June 30.

jumped by 3%p to I2p after the
announcement
Mr Peter Rigby, chairman

and chief executive, said the
proposals would “normalise’*
the group, which is currently
amtrolled by a group of seven
banks which hold 62.9 per cent
of the equity.

The centrepiece of toe pro-

posals is the planned placing
and open offer of 222m shares

at 90p through Williams de
Brae.

Qualifying shareholders will

be offered 11 offer shares for

every 75 existing shares. Sub-
ject to subscriptions under the

open offer, up to 742 per cent

of the shares have already
been firmly placed with insti-

tutional investors.

The group also plans a
l-for-10 share consolidation,

mainly to facilitate the placing

and open offer.

The bulk of the £18m net pro-

ceeds from the placing and
open offer will be used to

reduce the group’s debt which
Is made up of £55m In bank
term loans and £27m of deben-

ture stock. The bank loans
comprise an £182m interest

bearing loan and £36.7m of
non-interest bearing loans.

Under the terms of a condi-

tional agreement with the
banks to reduce and simplify

the structure of the debt, toe
non-interest bearing loans will

be cancelled, the interest-bear-

ing loan will be reduced by
£22m and toe debenture stock
will mostly be redeemed early

at a discount
Overall the measures will

reduce borrowings by about
£6&5m to £l5-5m and will cut
the banks’ shareholding to

about 19.6 per cent.

The group expects to pay a
final dividend of not less than

2p for the current year.

By Catherine MBton

• COMMENT
IBC’s package of proposals
malms a lot of sense and, as Mr
Rigby suggests, should provide

"a sound base for growth in

profits and shareholder value."

For their part the banks have
probably already written off

the bulk of the non-interest

bearing loans and deeply dis-

counted debenture stock. The
company will end up with a
single interest-bearing loan it

can afford to service and share-

holders, including the banks,
will see dividend payments
again. Meanwhile the group's

28 managers, who have
invested £2m of their own
money over the past few years

should, should provide the
impetus for the group to move
forward again.

COURT Cavendish, the
nursing home company, has
priced Its new issue at 225p a
share, valuing the group at
£5lm. It plans to use the
money raised to repay £24.6m
debt and to finance expansion.

Currently the fifth largest

nursing home operator in the

UK. Court Cavendish aims to

grow at 500 beds a year for the

next three to five years, spend-
ing between £10m and a
year. The company has a new
secured bank facility to borrow
£20m.
UBS is placing 202m shares,

90 per cent of the total. 7.1m of

which are subject to clawback.

Existing shareholders are

selling 2.56m shares, with
17.7m new shares being issued.

The company’s estimate of

pro forma pre-tax profits for

the year to end April of £226m
and pflmings per share of I42p
put the shares are on an his-

toric p/e of 152 at the issue

price. A notional net dividend

of 3.6p for 1992-93 gives a yield

of 2 per cent at the offer price.

• COMMENT
Court Cavendish aims to differ-

entiate itself in this competi-

tive market Private and part-

private clients fill 60 per cent
of beds - more than competi-

tors - and a mix of residential

with traditional nursing homes
gives it flexibility. The compa-
ny's strategy erf buying filled

homes rather than building
new ones makes sense in
today's property market. But it

could mean less efficient

Metrotect placing set at 108p
By Peter Pearse

GREECE

The FT propuMj to publish this sar*ey on
My 8 1993

Greece's complex internal and external problems will be analysed in depth in a broad-ranging
aamprehensh>e survey to be published by the Financial Times.

For a copy of the editorial synopsis and advertisement rates, contact:

Alee Kicroeff in Athens
Tet (1) 671 3815 Fac (l| 647 9372

Connie Davis In London
Tet (071) 873 3514 Bax (071) 873 3428

FT SURVEYS

METROTECT Industries
announced that toe price of its

flotation by way of a placing

was to be I08p per share, valu-

ing the pipeline protection
products maker at £26m.
The shares are being placed

on a pro forma p/e of 15. The
yield is 4 per cent, on a
notional net dividend for the
year to March 31 of 5.51p,

which would be covered 1.7

times by pro forma earnings

per share of 5.51p.

The flotation involves a plac-

ing of 13.9m shares, represent-

ing 57.6 per cent of the
enlarged share capital. As a
result of marketing by Pan-
inore Gordon, the sponsor, toe

shares are being placed with

about 130 institutions.

Some 7.64m shares are being
sold by existing shareholders.

This TPClnripq the
which has sold one third of its

collective stake and is left with
20 per cent, and 3i and Nat-
West Ventures, the institutions

which backed the management
in its buy-out from BPB Indus-
tries in April 1990. They have
sold half their stakes and are
also left with 20 per cent The
shares sold will raise about
£825m of the £15m raised.

The remaining 625m placed
shares are new and will repay
debt, redeem the preference
shares and A ordinary shares,

and provide about £lm to fund
working capital requirements.

• COMMENT
If the price looks high, Metro-
teefs growth should bring the
p/e down. With such a wide
placing, there is likely to be a
flurry of activity after the flo-

tation, before the normal core
of 10-15 institutions emerges.
On prospects, the company is

keeping its cards dose to its

chest: analysts are expecting
pre-tax profits for the year to

March 1994 to be 15-20 per cent
higher than 1992-93’s £228m,
itself a surge up from £679,000

previously. Metrotect is

expanding its market share in
an expanding pipeline market
and will prosper as long as
its market does as well. Keep
an eye on its trading state-

ments. I
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C&W I

year of action
By Andrew Adonla

The resorts division improved trad-

ing profits from £l.4m to £1.7m, with

trading »hnaA of last year during the

Easter period. Blackpool Tower, fol-

lowing the final phase of its £2Qm
redevelopment, bad traded strongly

since reopening for Easter.

The interim dividend is increased

fry 6.4 per cent to 2p U28p).

CABLE AND Wireless, the UK
telecommunications group, has

been in the shade lately-
.

While BT, its UK nvaJ.

launched glamorous bids for

global mastery in allia^wito

the MCI, toe second largest

carrier, C&W’s high pomts

have been a domestic deal with

Bell Canada Enterprises ana

the possibility of a joint »
tore to build lm phone lines in

the Philippines. .

The BCE deal - under which

BCE took a 20 per cent stake in

Mercury and C&W a 12 per

cent in BCE’s UK-based cable

TV company - gives C&W
scope to diversify beyond

straight telecommunications,

but hardly amounts to a grand

strategy.

However, launching the

anwuii results yesterday. Lord

Young, C&W’s chairman,
promised plenty of action for

toe year ahead.
C&W is nowhere near BTs

cash flow league. But with

operating profits of £77lm on

turnover of £32bn in the year

to March 31, gearing down to

132 per cent (252 per cent) and

analysts projecting pre-tax

profits in excess of £lbn in the

current year, toe company can

raise its sights.

In the immediate future, all

eyes are on the imminent
launch in the UK of Mercury
One-2-One, the UK PCN mobile

service of which C&W is joint

owner with US West. So far

C&W has spent about £15Qm on
One-2-One. Initially it will be

available only within the M25
area, but it hopes to capture

market share by under-cutting

the large margins of existing

cellular operators.

The competition, however, is

not idle. Last week Vodafone,

too largest cellular oj«-ator,-

cut its London tariff by 25 per

cent, and announced , the

launch in October of n nteo-

cellular service to compete s

with PCN in the south-east
..

Much depends on the price sen- ^ -

siiivity of toe "g"*
and on the speed with yfrfch,

One-2-One rolls out us network

beyond the M25. Mr Boss sdd; '

C&W would make “whatever

investment was necessary* ;frT.

ensure rapid program

Growth in the UK market .

also hinges on the success of
'

so-called “easy access" -=ffiafc\j|

ling 132 from any phone'to -

access the Mercury neteoA T
in attracting new custom from/.

BT By the end of Octoteff'easy

access wifi be available to

those an digital exchanges, in .

25 cities and towns nationwide.
" ’

Abroad, however, C&W
plans appear less focused. The'

company has “hubs" in1 the/ - -

Caribbean and Asia-Pacific'
'

(through a 67 per cantdate in

Hongkong Telecom),’
;
ptos

operations in the US, central

and eastern Europe and a bust-,

ness networks dlvisian powit
ing intemationally-managed .

data services. • £

.

Lord Young said he talfcedT
“almost every day"to potential

*

allies like AT&T and .Sprint,

but that a link-up was ^posst .

Me not probable.” instead,

emphasised the avenues open-
ing up in China, which new -

accounts for 44 per cent of

.

Hnngfcnng- TelBCOm’S Interna.
'

tfonal. traffic.

“Sooner or later the Chinese

will have to change tteHTpot
icy of ruling out foreign equity
stakes to achieve their emM-
tious growth jrfans,” he said.

'

If they do, C&W is waiting •

across the border.

DIVIDENDS ANNOUNCED

homes with higher costs. The
immediate problem is uncer-

tainty created by recent
rhangpg to government fund-

ing roles. These should favour

corporate investors in the end,

while social and political

trends make nursing hnm<*g a
growth sector. The company
says it has the finance far its

goal of 3,000 beds within about
three years. It hopes that by
1996 there will be a US-style

lease-back market in nursing
borne assets to pay for further
growth. On forecast profits of

j

£-L2m for the current year the I

prospective p/e of 14 at the
issue price looks cheap. Given

|

toe sector is on 152 and West '

minster Health Care, a larger

and recently floated competi-
1

tor, is on IS, the issue should I

go well

CiblalWWM
RntUtaun ~_
Harris (PftSp) __
Kazfawood
Kalamazoo --

LPA tnds §
Sound>mcs§ —
Terns (John) § _
Vegan n . in nwnracrure —» —«

Current

Mymant
Date of

payment

Cones -

pondteg
dMdend
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f

far
yeee.
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--'Ttort- i

10.1 Oct 1
' 9 14.85

: 1925
2 Oct 29 1.88 - • 8.14

4.65 Aug 2 4.25 &85t 025
4.1 Oct 4 as 6.4 6.1

-

1J35 Sept 14 0875 Z.1 1.41.

1.65 Aug 4 • 1.65 •• a52-
0.92 Sept 28 QftC - . 22
2.41 Aug 20 2.41 4f : 4 .

1.68 Aug 27. - 2.73 •
• - .

rtf - 0.7
’
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Dividends shown
increased capital.

par share nat except whore otherwise stated. tOn
stock. JFor sight months.

PRIVATISATION IN EASTERN
EUROPE

The FT proposes to publish this

important survey on
July 27 1993.

It will be seen by leading international

businessmen in 160 countries worldwide.
If you would like to promote your
organisation’s involvement to this
important audience, please contact the

following for advertisement infonnation :

Patricia Surridge-London Tet (071) 873
3426

Kerry O’Donoghue-Frankfurt Tet (69)
156 850

Kristin Spirkova-Prague Post,Prague
Tel: (422) 235 94 55

Nina Golovyatenko-Moscow Tet (095)
243 19 57 Adia Advertising-Sofia Tet

(3592) 88 05 56
Nina Kowalewska-Warsaw Tet (22) 48

97 87

Ft SURVEYS

not constitute an Invitation to any person to subscribe for, or purchase, any securities. A HYUNDAI4 2. & CONSTRUCTION CO.. LTO

flfecwpWrtw T!*» RtoitMe a! Xorta aW MM0 tfreflryj

constitute on offer or invitation to any person to subscribefor orpurchaseanycftheOrdiJL^L^

QUILONG SOCIETY US$100,000,000

Oncorporated InEngtendraa building society and registered with the Central Office
of the Registry of Friendly Societies in London under number 233 B)

_
Floating Rate Notes Due 1997

tr**nma»alVm<VaonolNo^ni*nin WndtSSS)

Placing by

Charterhouse Tilney

of

€10,000,000

10% per cent. Permanent Interest Bearing Shares
(

JJ

PIBS")

ofth9Ftoainfl Ra,BNotes
-

Interest Period : 22nd June, 1933 to

22nd December. 1993 (183 days)

Rate of Interest : 5'A% per annum

Coupon Amount: US31 ,334.38

(per note of US$50,000)
USS13.343.75
(per note of USSS00.000)

A Metrotect Industries pic
(Incorporated and repOsed in England and Wak, - Rtgretwed Number 2477560

^Icatwn hw been made to the London Stock Exchange for the PIBS to be admitted
to the Official List. It Is expected that the PIBS wM be admitted to the Official List and
that dealings will commence on 23 June 1993.

listing Particulars dated 16 June 1993 relating to Newcastle Building Society may be
obtoned dunng normal business hours by collection only until and including 25 June
1993 from the Company Announcements Office of the London Stock Exchange, Old
Broad Street, London EC2N 1HP and until and including 9 July 1993 from:

© LTCB Asia Limited

Newcastle Building Society,

Hood Street,

Newcastle upon Tyne
NE1 6JP

Charterhouse Tliney,

1 Paternoster Row,
St Paid's

London EC4M 7DH

An right yeer track record of successful forex forecasting d»Sy.
Commentaries, forecasts, recommendations & charts

from London and NswYOifc.

Tet 44481 9468316 ******* Hr. 444*1 948 846!Fax: +4481 948 8469

THE BEST INFORMATION IN YOUR HAND

Placing by
Panmure Gordon & Co. Limited

of
13,888,888 Ordinary shares of lOp each at 108p per share

Share capital following the Placing
Authorised

«M»OT

tsssssessssssss^r^-^.-.
ofoil, gas and water.

^^^Wp^^Pr^fyfbrlhetnmsml^

Listing particulars are available for collection during normal u
24to 1993 from the Company AanoonoeS^oIE 00^ Ju*e 1993 and
Stock Exchange Tower, Capel Court Entrance, offBarU^L^011 *****&, London
weekday up to and including 30th June 1993 from:

^nottmcw L"*. London EC2 and on any

Panmure Gordon & Co. Limited
9 Moorfiekh HighwaDc Metrotect Industries ptc
London EC2Y 9DS Whitedund r«£

23 June 1993

Financial price# plus key economic news and indicators at your fingertfpe

wherever you an -come and see us at the London EUROPEAN DERIVATIVES
EXHIBITION on 24th& 25th June. Call 071-89S 9400 for your eompihnentiry ticket.

23rd June 1993

Metrotect Industries pic

Whitechapel Road

Wett Yorkshire BD19 3UF
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COMPANY NEWS: UK

Underlying growth as period of consolidation draws to a close

Hazlewood improves to £55m
By Maggie Urry

PROFITS at Hazlewood Foods
advanced from £5L3m to £55m
pre-tax in the year to March 31

despite a number of adverse
influences.

The group said that underly-
ing growth in the base busi-

ness, excluding acquisitions
and one-off factors, was 5 per
cent
Mr Peter Barr, chairman,

said the period of consolida-
tion, where its numerous
operations have been rational-

ised and Integrated, was now
coming to an end.
The next stage was to

improve efficiencies and
reduce costs, to maintain and
eventually increase margins.
Hazlewood, which operates

mainly in the UK and the
Netherlands, saw strong
growth from its convenience
foods activities.

The period covered S3 weeks,
the extra week worth £L3m to
profits.

There was a £2.7m benefit
from sterling devaluation off-

set by a £l.4m cost as debtor
balances were translated at
new rates. Recovery in the
cockle business, hit the previ-

ous year by fishing restric-

tions, added back £2.6m to

profits. Acquisitions, such as a
full year contribution from
Sutherland, which was
Included for 7 months the

previous year, chipped in

&Sm.
However, a botulism scare at

a meat subsidiary cost £lm and
sharp falls in tomato and capsi-

cum prices cut £2-7m from
profits.

A more conservative depreci-

ation policy added film to the

charge and interest payable
rose £SL9m to £ll-8m-

Group turnover was 20.5 per

cent higher at £761.8m and
operating profits were up 11

per cent to 266.8m.

Mr John Simons, finance
director, said that margins
were maintained if the effect of

a full year’s inclusion of the
lower margin distribution

activities of Sutherland were
token into account

Earnings per share rose 8.1

per cent to I7.75p. A proposed
4,lp final dividend Tnaltos a
6.4p total, a 4.9 per cent
improvement on last year's
&ip.
hi the grocery and non foods

division profits rose from
£15-5m to £15.5m. In the frozen
foods division profits were up

Haztewood Foods

Shoe price (pence)

170

120

1992 93

Soum: PT

from £24.lm to £27.Lm, helped

by the recovery in the cockle

business and growth in ready
meals. In fresh foods profits

were up from £i9.im to £22m
as convenience foods more
than doubled its contribution,
nfTsflHng HapUriaa in meat
produce.

A high level of capital expen-
diture, at £49,2m. and spending
on acquisitions totalling

£20.9m, including £9.7m of inte-

gration costs, led to a rise in

net debt from S109.7X& to
£157.2m, increasing gearing
from 69 to 95 per cent Since

the year end the group has
sold Us Dutch confectionery
business for £14Hm.

• COMMENT
Hazlewood is slowly transla-

ting its promises into action
and at least the profits are

moving up again. If not yet
back to the £57.1m made in

1990. Conditions for food manu-
facturers have been tough, and
if anything Hazlewood has
been somewhat protected by
having a third of its customers
in continental Europe. That
might not be such good news
as mainland Europe goes fur-

ther into recession. But it is

pressing on with its plan to

grow the higher added-value
activities and allow the less

exciting areas to become a
smaller part of the whole.
Gearing is a concern, but capi-

tal expenditure will fall this

year. 1993-94 profits might top

£60m, putting the shares, down
7p to 189p yesterday, on a pro-

spective p/e of about 10, which
is not taking too much on
trust

NEW ISSUE Allofthese securities having been sold, this announcement June 1 1 , 1993

appears as a matter ofrecord only.

© Banco de Galicia

(Banco de Galicia y Buenos Aires S.A.)

3 ,000,000

American Depositary Shares ("ADSs")

Each Representing

Four Class B Ordinary Shares

These securities were offered internationally and in the United States.

International Offering

750,000 American Depositary Shares

Credit Suisse First Boston Limited

Baring Brothers & Co., Limited

Credit Lyonnais Securities

Kleinwort Benson Limited

Goldman Sachs International Limited

Deutsche Bank
Alctien^sseUachait

N M Rothschild & Sons Limited
Smith New Court Securities Limited

United States Offering

2,250,000 American Depositary Shares

The First Boston Corporation

Baring Securities Inc.

Goldman, Sachs & Co.

Bear, Stearns & Co. Inc. Alex. Brown & Sons Dillon, Read & Co. Inc.
Incorporated

Donaldson. Lufkin & Jenrette A.G. Edwards & Sons, Inc. Kidder. Peabody & Co.
Securities Corporation Incorporated

Lehman Brothers Montgomery Securities J.P. Morgan Securities Inc.

Morgan Stanley & Co.
Incorporated

Oppenheimer & Co., Inc.

Salomon Brothers Inc

Nomura Securities International, Inc.

Prudential Securities Incorporated

Smith Barney. Harris Upham & Co.
Incorporated

Wertheim Schroder & Co. N M Rc
Incorporated

Advest, Inc. Arnhold and S. Bleichroeder, Inc.

Sanford C. Bernstein & Co., Inc.

The Chicago Corporation

C.J. Lawrence Inc.

Serfin Securities Inc.

S.G.Warburg Securities

N M Rothschild and Smith New Court

Robert W. Baird & Co.
Incorporated

William Blair & Company

Fox-Pitt, Kelton Inc.

Mabon Securities Corp.

Zeneca
£1.3bn

rights taken

up by 86%
By Maggie Uny

ZENECA’S 21.31m rights issue

was taken np by 86.15 per cent

of its shareholders and the bal-

ance of the issue was placed

yesterday at 6I2p, I2p above
the righto issue price.

Shares in Zeneca, the btasd-
enee group demerged from
Imperial Chemical Industries
at the beginning of this

month, rose on the news, dos-
ing at 626p, up 8p.

SG Warburg and BZW, the
securities houses which organ-
ised the placing, took a 0.2 per

cent fee for file placing, equiv-

alent to l-224p per share.

Investors who did not take
up their rights win therefore

receive 10.776p per share.

The deal is the largest
underwritten rights issue to
have succeeded in the UK mar-
ket, with no shares being left

for the underwriters to take
up.

Sir Denys Henderson, chair-

man of Zeneca, said he was
"delighted” by the take-op of

the Lssue.

Mr John Mayo, finance
director, said: MWe achieved
all the objectives we set our-

selves”.

Neither Mr Mayo nor Zene-
ca's brokers would say how
many shares were sold by the

international marketing syndi-

cate set up to find demand
from outside Zeneca’s ggfcting

shareholder base.

Market sources suggest this

operation did not find signifi-

cant new demand for Zeneca.
Mr Mayo said that, "the syn-

dicate sold shares in an the

major time zones; Europe, the
US and Japan”.
However, he added that

against a background of uncer-

tainty in the US over health-

care reforms, “while there was
demand, it might not have
been at the level seen two
years ago”.

FINANCIAL TIMES WEDNESDAY JL’NF 23 W3

Withdrawal losses leave

Whitecroft £42m in red
By Ian Hamfton Faray,

Northern Correapondent

WHITECROFT, the Cheshire'
based mini-conglomerate,
reported deepening losses of
£41.8m pre-tax for the year
ended March 31, against a pre-

vious £3.65m, restated in accor-

dance with FES 3.

Turnover was £125m (£149m),

a drop of 16 per cent However,
there was a trading profit of

£2£4m on sales of £lQ8m in the

group’s four remaining core
activities. Losses were from
property and the discontinued

home improvements
operations.

Losses per share increased to

94J>p (9.6p). The new chairman,
chief executive and finance
director - all of whom have
taken office since the depar-
ture of Mr Peter Goold as

chairman in March - are not
recommending a dividend.

Whitecroft, which expanded
quickly in the latter half gf the

1980s on the bad: of the prop-

erty -boom, has been restruct-

uring and struggling to get out

of the sector since the reces-

sion began.

The bulk of losses fallow the

hiring of Hillier Parker as
property consultants and a
consequent savage additional

write-down of values. The
results show a £29£m loss on
disposal of the home improve-

ment businesses and a net

£il.4m of property write-

downs. These total more than
the £38.lm of lasses before

interest payments, supporting
the claim yesterday of Mr Mike
Derbyshire, the new chief exec-
utive. that Whitecroft’s four
core businesses were now prof-

itable and should see it back to

The four core businesses are
now industrial, commercial
and street lighting; building
products, mainly high-specifi-

cation fire doors; medical cot-

ton fibre, where Edward Hah, a

subsidiary is European nurkei

leader, and textile^. where fnc

group specialises in bleaching,

dyeing and coatings.

Mr Derbyshire said a siring

of small to medium-sL’.cd olfiw

developments, were now realis-

tically priced in the looks at

£!4.4m, compared with £35m
last year. Sales brought jtt

£3.7m during the year.

He said future sales would

represent a financial gain to

the group and one was nearing

completion. The group, now
down to IS operating centres

against 30 last year, has put its

Wilmslow headquarters up lor

letting and will relocate to

more modest offices.

During the year the group

shed another 10 per cent of

jobs and now employs i.StiO

people. Gearing is 150 per cent,

with borrowings of £-13m

(£36.4m). Mr Derbyshire said

borrowings were falling with

property sales and had peaked

at £43m at Christmas.

Defence and NHS business

help Vega advance to £1.7m
By Dante) Green

VEGA GROUP, a satellite

software specialist, lifted pre-

tax profits from £1.39m to

£1.72m in its first full year as a
quoted company, boosted by
diversification into Health Ser-

vice and Department of the
F.iwriranmant contracts.

Defence business also grew.
Satellites are “areas of the Min-
istry of Defence which are
unaffected by the general mili-

tary spending cuts,” said Mr
John Rigg, chairman, yester-

day.

Turnover for the 12 months
to April 30 expanded 29 per
cent from £6-27m to £8.1m and
earning per share rose from
6-SJp to 7-99p.

The final dividend is 156p
making a total for the year of

2.73p.

There was an extraordinary

item of £227,000 to cover the
costs of the flotation.

Cash Dow continued to be
positive and net assets rose

from vi-igm to

The number of employees
has grown from 125 in May
1992 to more than 150, with
about 80 per cent in fee earn-

ing posts.

“Vega is very well positioned

to continue its strong growth.

The company has contracts to

provide support services to
most European space projects”,

said Mr Rigg-

“Many of these contracts

extend over a number of years

and provide a stable financial

base from which we can con-

tinue to develop new busi-

ness.”

The company is looking for

acquisitions in the software

sector, he said. These might
include one or both of two
other companies chaired by Mr
Rigg, a former chartered
accountant with Arthur Ander-
sen: Triad Spetial Systems and
Shreeveport.

He added that an alternative

was the flotation of Triad,
which is set to make a pre-tax

profit of £900,000 on sales of

£5J>m this year.
Vega Group was floated in

June 1992 via a placing at I22p.

Yesterday the shares rose 5p to

I32p.

Carpetright favours

the smaller investor

Crabtree rises to 204p
in first day of dealing

Banco General de Negocios
acted as a financial advisor for this transaction.

By Maggie liny

CARPETRIGHT has favoured
smaller investors in deciding

the basis of allocation for its

flotation, which was 2.6 times

subscribed.

Trading in the shares starts

today.

The issue was priced at 148p

a share valuing the carpet

retailing group headed by Sir

Phil Harris at £113.6m.

The offer for sale of 13.7m

shares attracted 14229 applica-

tions for a total of 35.81m
shares.

Another 25.45m shares were
placed with institutions.

Applications for 250 to 3,000

shares will be met in full; those

Delaney
loss grows
to £2.5m
LOSSES AT Delaney Group,
the fitted bedroom retailer,

accelerated from £474,000 to

£2_45m over the year to end-De-

cember.
Earlier this year the group

sold its furniture activities and
saw its shop-fitting division go
Into receivership. Neverthe-
less, turnover improved from
£21An to £23.9m.

There were exceptional pro-

visions of £185,000 (nil) and
extraordinary charges ol

£2.77m (£131.000). Losses per
share worked through at 4-7p

I0.6p).

At the year-end net asset
value stood at Elm (£7.lm).

The directors said current
demand for its products “was
much improved and showed
signs of continuing in the same
manner.”

ICV acquires SE’s
Market-Eye service

ICV, a specialist collector and
distributor of real-time data
services, is acquiring Market-

Eye, the Stock Exchange’s real-

time datacast price informa-

tion service, from August l.

Mr David Taylor, managing
director of ICV, which has
been managing the service for

six months, said Market-Eye
would complement its new
Topics product range to be
launched in September.

Soondtracs improves

43% to £251,000

Soundtracs, the USM-quoted
electronic audio equipment
maker, announced a 43 per

cent rise in pre-tax profits to

£251,000 for the six months to

April 30. Last time the com-
pany made £175,000.

Turnover improved to £2.56m
f£1.72m) with its first acquisi-

applying for 4.000 to 5,000 will

receive 3,000; between 6,000

and 7,000: 3,500; between 8,000

and 80.000: 4JM0.

Applicants for between
90.000 and 990,000 shares will

get 5 per emit of the amount
they asked for and those for

over lm shares will receive 25
per cent
Hie level of subscription was

described as “not overwhelm-
ing” but since many of the
shares on offer were being sold

by existing investors this

suggested that the pricing
reflected a balance between
sellers and buyers.

MFI Furniture Group sold its

20 per cent stake raising

£21-5m-

By Chris Tlghe

SHARES OF Crabtree Group,
the Gateshead-based metal
decorating printing press pro-

ducer, dosed at 204p yester-

day, the first day of dealing
since the reversal into Somer-
set Trust-

Dealings in Somerset, which
acquired Crabtree for £19.4m,
were suspended at 178p on
May 4.

Mr Karl Watitin. chairman,
welcomed yesterday's out-
come. “I’d rather see a stable

share price, gradually increas-

ing, than a flash in the pan,”
he said.

He was also pleased at the
rise in value of his own 12.7

NEWS DIGEST

turn, Spendor Audio Systems,
purchased in January, contri-

buting sales of £314,000 and
operating profits of £21,000.

Mr Todd Wells, chairman,
said the production problems
seen in Scotland last year had
been resolved. He added that

Soundtracs continued to pur-

sue acquisition opportunities
which would meet the “same
stringent criteria achieved
with Spendor”.
Earnings per share emerged

at L87p (1.17p) and the interim
dividend is lifted to 0.92p

(0*5p).

Fine china helps

John Tams to £1.7m

Strong performance from its

bone china side helped John
Tams, one of the UK’s largest

tableware manufacturers, turn
in pre-tax profits 4.5 per cent

ahead at £1.7lm on turnover
up from £19An to £22Sm.
The loss-making Royal Graf-

ton Bone China company
acquired in March last year is

now profitable, with the bone
china division contributing
37.5 per cent of group turnover.
A same again final dividend

of 2.41p is recommended, giv-

ing a total maintained at 4p.

Earnings per share were little

changed at 4_94p (4J2p).

Tbe company's shares trade

an the USM-

Tepnel Diagnostics
losses at £507,000

In its first six months since
flotation, Tepnel Diagnostics,
the USM-quoted biotechnology

company, incurred pre-tax
losses of £507,000 compared
with £144.000-

Sii David Trippier, chair-

man, said that progress had
been seen in product develop-

ment, achieved within bud-
geted costs.

Far the half year to March 31

there were operating losses of

£680,000, which comprised
administrative expenses of

£3284)00 (£32,000) and research
and development costs of

£332,000 (£112,000).

Losses per share amounted
to 22lp. Thera is no dividend.

LPA declines

to £18,000

Profits at LPA Industries, tbe

USM-quoted industrial electri-

cal connectors and accessories

group, fell from £310,000 to

£18,000 pre-tax for the half year
ended March 31.

Tumover declined to £2J>5m
(£3.18m). The interim dividend
is maintained at L65p, uncov-
ered by earnings of 02p (2.41p)

per share.

Although sales showed a
reduction of 19.6 per cent and
pre-tax profit was only slightly

better than break even the
directors confidently expected
an improvement in those earn-

ings ratios by the year-end.

They pointed out that a ces-

sation of certain contracts dur-
ing the second half of last year
was a main factor in tbe reduc-
tion in Interim sales.

The current forward order
book stands at £2.65m, against
less than Clm this tima last

year. However, some 70 per
cent of these orders are not
due for execution until 1994.

First Spanish
repurchase offer

First Spanish Investment Trust
Is to invite holders of its 1.5p

per unit convertible unsecured
loan stock 1997 to tender for its

repurchase by the company.
Hie price will be equal to 95

per cent of the net asset value
attributable to each unit of

convertible loan stock, to be
determined as at the dosing
date, July 7.

Applied Holographs
deficit deepens

Losses at Applied Holograph-

ies, the USM-quoted maker of

hot stamping foils and
embossed holograms, rose from
£1.62m to 22.26m pre-tax over
the year to end-March.

per cent holding, from £2.8m
to £3.8m.
About lm of tbe 1 1.25m

fully paid shares changed
hands in the first three hours
of dealing. Some 2m of the

3.6m nil paid rights were also

sold.

Mr Nick Donaldson, a corpo-

rate finance director with
Credit Lyonnais Laing, whose
placing of 6.6m shares at 150p
had been oversubscribed, said

the rise was “healthy” and
very much as expected.

• Multitrust sold its entire
holding of 100,000 Crabtree
ordinary and 300,000 rights
over the nil-paid for a total of
£352,000, a profit of £297,000

over cost

Directors said the second
half was adversely affected by
recession and delays in expec-

ted order intake.

Tbe deficit took account of
exceptional provisions of
£811.464. Losses per share
emerged at ll.2p (9.1p). Turn-
over was little changed at

24.96m (£4.89m).

Water suppliers

show increase

Two water supply companies v
controlled by Lyonnaise des
Eaux Dumez have announced
their results for tbe year to

March 31.

Essex Water made a pre-tax
profit of £185m. compared with
£18.2m, on turnover ahead
from £61.7m to £66.5m. Earn-
ings per share came to 222p

(202p). The final dividend is

38.6P for a total of 74.5p (34.3p
final only).

Suffolk Water lifted pre-tax
profit from E4.2m to £4.6m as
turnover climbed from £M.5m
to £16.4m. Earnings per share
were 92p (79p) and a final divi-

dend of 23,8p brings the total
to 47.5p (21 .5p final only).

<r

Ascot restructuring

conditions satisfied

Ascot Holdings, the renamed
Control Securities, has satis-
fied all the conditions of its
£292m financial restructuring,
which included £148m of bank
debt and £90m of Swiss franc
bonds. The proposals have
therefore become effective.
The group aims to pubtisb its

accounts for the year to March
31 by July 30. Dealings in the
shares, suspended since April
last year, are expected to
resume the day after the
accounts are published.
Mr Sydney Robin, who has

chaired the group since Mr
Nazmu Virani stepped down in &
April last year, and steered it

’’

through the refinancing, has
become a non-executive deputy
chairman. Mr Howard Dyer
has joined the board as chair-
man and chief executive.
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COMPANY NEWS: UK

Pension refund
helps reduce
deficit at NSM
By Roland Rudd

NSM. the heavily-indebted
international coal mining
group, reported a reduced pre-
tax loss of £i.95m for the year
ended March 31. There were
losses of £5.Tim. last time.
The deficit was reduced alter

a £1.6m exceptional credit in
the form of a refund received
from the group pension scheme
and a fall in the net interest
charge from £11-2m to £93m.
Alter a series of small dispos-

als. borrowings fell from £84m
to £S4m against shareholders'
funds of £56m,
Mr John Pennine, chief exec-

utive, said further sales by the
end of the year should gener-
ate another £lOm, while the
disposal of exhausted coal sites
and the air condition and dis-
tribution business could fetch
about £20m by the end of 1995.

An extraordinary charge of
£7.88m (£89-2m) included £52m
(£87.4m) in respect of pur-
chased goodwill on businesses
sold. Mr Jermine said he was
confident there would be no
more exceptional or extraordi-

nary items having taken all

the write-offs needed.

Operating profit fell from
£&99m to £5.74m on reduced
sales of £ii4m (£147m).
The group was adversely

affected by the decline in US
operating profits to S2.1m
<£I.4m) compared with S72m,
reflecting continuing low lev-

els of market demand and the
failure of a new piece of pro
duction equipment at one of
the company's deep mineq
Operating profits from the

UK sector fell from £52m to
&L5m against the background
of uncertainty created by the
government's coal review.
Mr Jermine attacked the gov-

ernment's coal privatisation
plans as "unworkable” and
said NSM would not be making
a bid for any of the four
pits offered to the private sec-

tor.

He welcomed the govern-
ment's intention to abolish the
“arbitrary and punitive limit of
250.000 tonnes for private
licences” but called for its

immediate implementation
instead of waiting for the
industry to be privatised.

There is no final dividend.

Losses yy.-r share were 13.1p
(earnings of lip).

Silentnight founder

fails to cut dividend
By Jan Hamilton Farey,

Northern Correspondent

MR TOM Clarice, founder and
former chairman of Silentnigh t

Holdings, the beds group, yes-

terday unsuccessfully tried to
persuade shareholders to cut
the company's dividend from
5.75p to 5.25p at the annual
meeting. He argued that not
enough profit was being
retained for development.
Mr Clarke also opposed the

board over its search for three

non-executive directors to help

comply with Cadbury recom-
mendations on corporate gov-

ernance. He rlaimpfi this would
push directors' annual salaries

and fees over £Im, compared
with about £500,000 at present
Both criticisms were heavily

supported by a show of bands
among more than 100 mainly
small, private shareholders.

However, both failed on card

votes because trustees acting

for 51 per cent of the shares -

all owned by Mr Clarke and bis

family - supported the board,

arguing management should
be either backed or sacked.

Mr Clarice said inflation had
been 24 per cent over the last

four years, while Silentnight*

s

turnover had risen only 21 per
cent In the same period. Pre-

tax profits had risen 8 per cent
and profits attributable to
shareholders 13 per cent Divi-

dends, however, bad risen by
16 per cent and retained earn-

ings by only ll per cent
Mr Bill Davies, executive

chairman, said a good second
half of last year had made up
for a poor first half. Dividends
were being maintained at last

year's total of 8p.

He said Silentnight had been
ahead of 1992 in every month
since Christinas. Directors'

earnings were lower in .Mr
Clarke’s time because the busi-

ness and the board were
smaller- With £14m cash in the
bank, he was not worried
about having enough In
reserve.

Kalamazoo
in black
and resumes
acquisition

search
By Paul Cheosaright,
Midlands Correspondent

KALAMAZOO, the computer
services and printed systems
group, returned to profit in

its second half and has
resumed Its search for acquisi-
tions, concentrating on the
European computer services
market.
Pre-tax profits amounted to

£JL8m in the year to March 31,
on turnover of £5&7m, after
a loss of £86,000 at
halfway.

The group has changed its

year-end. so there Is no strictly

comparable period, but in the
eight months to March 1992 it

made pre-tax profits of
£611,000 oo turnover of
£38J>m.
The total dividend is main-

tained at 2.ip net per share
with a final distribution of
I-85p.

Earnings per share, how-
ever. were pushed down by
abnormally high tax charges,

coming out at 1.6p.

Mr Peter Hairop, chairman,
was relaxed about dipping
Into reserves to pay the
dividend, noting that the
group now had no borrowings
and that the order book was
picking up.

In the last financial year,

all the profits came from the
computer services division,

while the printed systems
business undertook a painful

readjustment to reduced
markets.

This meant the loss of 100
out of 480 jobs and led to
exceptional costs for the
period of £l-53m.

There were also extraordi-

nary debits amounting to

£863,000 which related largely

to the write-off of loan notes
received as part of a US acqui-

sition which was subsequently
resold.

During the year, Kalamazoo
made two acquisitions for

the computer services
business.

Since the year end it has
acquired a Dutch company
specialising in motor dealer
computerisation, the group’s
core sector.

Now, said Mr Harrop, the
group is looking for companies
to buy in France and Ger-
many. observing that, with the

UK economy starting to
recover and with the continen-

tal economies declining, “we
are in the right place at the
right time”.

Buoyant sales to NHS help

Philip Harris to top £2m
By Catherine Milton

m PHILIP HARRIS Holdings, the

pharmaceutical and scientific

equipment supplier, reported

pre-tax profits up almost 15 per

cent, from £L76m to £2.02m. in

the year ended March 31,

helped by buoyant sales to the

National Health Service.

Following three acquisitions,

gearing at the year-end stood

at 65 per cent (28 per cent) and
interest charges rose to

£570.000 (£484,000). The figures,

however, excluded the £5m
proceeds of March's rights

issue which were received after

the year-end, reducing bank
borrowings to about Elm and
gearing to about 10 per cent
Turnover rose to £85-3m

(£79.1m) with the medical divi-

sion contributing £62.8m
(£5l.3m) to sales and £1.41m
(Elm) to operating profit.

Results included contributions

from the wing retail pharma-
cies acquired in June 1992.

Sales to the NHS continued
at a “buoyant level" with the

wholesale business benefiting

from the Folidays acquisition

in February 1992.

While political pressure over

the NHS drugs bill had affected

margins and stability, directors

said that “the natural growth
in healthcare and in particular

the Increasing age profile of

the population indicates that

in the mpdmm term this mar
ket should grow”.
The education and science

division felt the effects of

recession and changes in. the

UK education system. Sales fell

to £2Z5m (£27Jm) and operat-

ing profits to £1.18m (£1.24m)

following a centralisation pro-

gramme.
A final dividend of 4.65p

gives a total of 6-85p (625p).

Earnings were 16.47p (1458p).
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£200,000,000

Floating Rate Notes Due 1996

(merest Rate; 6.00%

Interest Period;

22nd June. 1993 to 22nd September, 1993

Interest Amount per f
10,000

Note due 22nd September, 1993-.

£151.23

Interest Amount per £100,000

Note due 22nd September, 1993:

£1,512.33

Agent Bank

Baring Brothers& Co., Limited

CITICORPO
VS. $250,000,000

Objettivc analysis & strategies

for the professional investor.

rs Trend Analysis Ltd

Fiennes House. MSettftgatr Street

Winchester, Hants S023 3 EH Tax 0424 774067
'

Tc) 0962879764

LEGAL NOTICES
Regtatarad to England and Vtfetoo

m LMwumtad
(Company Ka 511913}

C H autam ft Bona Limited

(Company No. 2327630)

Principal Ptaea of Bnrinaar
Oaartn Avanua, Bafby, OoncMtor

NOTICE IS HERESY GIVEN, pursuant to

section 48(2) of too Insolvency Act 1986,

Biat a mooting erf too unsecured endm a!

the above-named company wfl Da Md at

too Omhnr Muottm House, St Jamas Street.

Sheffield. SI 2EW. on 1 July 1993 al

it Atom. Cradtoss whose ctskna are whaiy

secured are not entitled to attend or be
lapreaenwa at toe meeting. Odtor oednom
are only mrittfod lo vote if: a) They hove

detuned to us at toe address shown baton,

by no IBier than noon Art 30 Jurtb 1983,

written deals of too dstai toey daim to be

duo to them horn too company, and the

daim nas bean duty admitted under the

provisions of Rule 311 of too Insofvoncy

Rdas 1968: ana W mora has been lodged

wah us any proxy vtoldi toe crodk* Inlands

to be used on Msn her behad.

Dated: ie June 1993

Signed: DJ Stokes and DJ WUnriKMO
Johrl AomMsboUve Rocalws. Coopara &
LyOrand. l East Parade. BheWoM SI 2ET

PERSONAL

PUBLIC SPEAKING

Training and speech-

writing by award

winning speaker.

First lesson free.

Tel: (0727) 861133

Combined ACT/BIS group will have annual sales over £250m

Aiming for Midas’ touch in software
By Alan Cana

THE RUBBER plants outside

the offices of Mr Roger Gra-

ham, chairman and chief exec-

utive of BIS Group, have a
weary air.

They bely the resilience of
one of the UK’s oldest comput-
ing services companies, newly
acquired by ACT, the Birming-

ham based computer group, for

£93.Sm. Together they will

form an international company
With annual sail*; of ffiOTe than

£250m and a range of financial

software packages that few can
equal.

Since 1987, BIS has prospered
only fitfully under the benevo-

lent but somewhat detached
management of Nynex Corpo-
ration of the US.
Last year it returned to the

black, reporting an operating

profit of £8.7m after a £lm loss

in 1991, the first in its history.

Its acquisition by ACT
should signal a renaissance for

BIS and for indigenously
owned computing services

companies in the UK.
ACT and BIS together will

offer a range of financial soft-

ware packages that few. if any.
computing services companies
can equal and with little over-

lap between them.
The list includes Midas, BIS's

venerable but well regarded

modular banking systems, and
Bankmaster. a hanking system
developed by one of ACT's
more recent acquisitions, the
Irish software company Kindle.

Midas is a product for mature
markets; Rawymagtor suited to

the financial systems of emerg-
ing nations.

Founded in 1964 as a market
research and training business.

BIS quickly diversified into
computer consultancy. It is

best known, however, for the
Midas package, which it has
developed over the years into

the most successful piece of
packaged applications software
ever developed by a UK com-
pany.
BIS Banking Systems now

has more than 500 banking cli-

ents in 70 countries and
employs more than 600 people.
Although Midas is over 20
years old, it has gone through
repeated facelifts to keep it up
to date and was sold to 45 new
clients last year alone.

Mr Roger Foster, ACT chair-

man. said yesterday that he
was committed to supporting
and developing Midas for well

into the next century.

Nynex, one of the US “Baby
Beils ', bought BIS for £75m at

a time when it was fashionable
for telecommunications compa-
nies to spread their interests

through the acquisition of com-

Software pre-tax profit margins
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"Operating profits

puting companies. More
recently Nynex has decided to

concentrate on its core busi-

ness worldwide and on its sub-
stantial investments in cable
in the UK. Mr Graham said

that Nynex had been a good
parent but: “now we need a
long-term shareholder pre-

pared to make substantia]
investments’*.

The search for a new partner
had been going on for about a
year. Lazards, Nynex’s mer-
chant bankers, made the intro-

duction to ACT; Nynex was
attracted by the fact that the
Birmingham company was pre-

pared to do the deal quickly

and the final papers were
signed just before 8am yester-

day.
ACT - which made profits

before tax of £20,5m on sales of

£153m last year - is another of

the UK’s long established com-
puting services companies.
A flirtation with computer

hardware ended with the sale

of Its workstation business to

Roger Foster, committed to
developing Midas package

Mitsubishi Electric in 1990,

since when it has concentrated
on developing its principal
divisions: ACT Financial Ser-

vices. ACT Logsys. dealing

with computing services for

government departments and
utilities. ACT Medisys, dealing
with medical systems. ACT
Computer Support, the mainte-

nance arm, ACT Cablestream.

concerned with networking,
and ACT Kindle.

It has grown rapidly, espe-

cially in financial services.

Aegis pays £3.62m compensation to former directors
By Gary Mead,
Marketing Correspondent

THREE FORMER directors of Aegis, the
media-buying and planning group,
received total compensation of £3£2m
for their loss of jobs a year ago.

The two biggest beneficiaries were Mr
Charles Scott, former nhairman

, who

received £2.25m and Mr David Reich,

who got £lm. Mr Charles Stem, former
finance director, received £370,000.

Accounts for the 1992 year showed
that directors’ emoluments ballooned,

reaching £2^m against £1.64m, largely a
result of pay increases but also because
of boardroom upheavals which saw Mr
Scott ousted in June 1992.

As a result of his departure the board
swelled to 15 for part of 1992. It is now
back down to 12, half of those being
non-executive positions.

The wages bill also mushroomed in

1992, totalling £68UJm (£49.lm).

• Companies within the Aegis group
have notched up two significant

account wins in the last week. On Mon-

day BBJ UK won Premier Brands. Last

week HMS Carat, Aegis' operating com-
pany in Germany, captured Volkswa-
gen's German media-buying account.

The VAG group - of which Volkswagen
is a part - spent DMl60m (£64m) on
advertising in Germany in 1992. Aegis
could receive S3m (£2.6m) in gross reve-

nues.

With results like

these we’re happy
to put our record

on the line.

(Call us in London +44-71-971-0059)

• Turnover up 22% to £3,826m.

• Profit before taxation (excluding exceptional items)

up 15% to £824m.

• Recommended full year dividend up 12% to 14.85p.

• One for one share split.

T am pleased to report that our profit before tax, excluding exceptional irems, increased by

15 per cent to £824 million. This gives a clear indication of our progress during the year. Cable &
Wireless is in a strong financial position and has made a good start to the current year. We are recom-

mending a dividend increase of 12 per cent.

“Our share price has risen substantially during the last thirty months and is now higher than

most of the shares in the FTSE 100. In order to improve the marketability of our shares to small

shareholders and institutions alike, we are recommending a 1 for 1 share split.

“During the year we further refined and consolidated our strategy, focusing our efforts on those

parts of the world where Cable & Wireless is already strong and where the returns will be the greatest

The result is the concept of three regional hubs in Asia, Western Europe and the Caribbean, creating

clusters of businesses in order to exploit the benefits of regional critical mass.'

Lord Young, Executive Chairman

CABLE & WIRELESS

Coble lot! Wireless pie, 124 Theobalds Rood, London WClX 8RX.
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COMMODITIES AND AGRICULTURE

Canadian diamond find ‘world class’ Market may struggle to

digest Peru’s mining giant
Sally Bowen reports on the problems of scale and

complexity surrounding the sale of Centromin

C HASE MANHATTAN,
is conjunction with
Coopers and Lybrand,

took on earlier this month
probably the most challenging

smelter was inaugurated in

1922. followed by a lead smelter

and, in 1952, a zinc plant The
smelters process concentrates
both from Centromin'e own
mines and from other private-

ly-owned companies in the
northern and central Andes.

Close by the smelters are the

Huaymanta refineries which
produce copper cathodes and
wire bars, refined lead and
refined adm*. In all, Centromin
produces five principal metals

and seventeen by-products
such as sulphuric acid, arsenic,

copper and zinc sulphates and
antimony.
Although the company could

be split into Individual produc-
tion units, the fear is that no
buyers will emerge for the less

attractive mines. Cobriza, for

example, is very isolated and
projected output has never
been reached. Casapalca is

tired and run-down, while Mor-

ococha never recovered from a

facilitate the sale.

A less daunting prospect for

the mining investor is state-

owned Tintava. also rapidly

being prepared for sale. U is

one of Peru's highest-grade

copper deposits, located same

250 km south-east of Cuzco.

4,100 metres above sea level on

the high Andean plateau.

Last year. Tintaya's output

of copper concentrates topped

157,000 tonnes, making it

Peru’s third largest copper

mine after Southern Peru's

Cuajone and Toquepala.

Operations at Tmtaya com-

menced in 1985. with develop-

ment costs estimated at $330m.

Tintaya’s principal diawhack

is that its sulphide ores

reserves, now down to 13m
tonnes, will run out in three to

four years. So the purchaser

will have to start exploitation
_r A. ..AiAuAknfl kiaipKl*

By Bernard Simon in Toronto

AUSTRALIA'S BHP Minerals
and its Canadian partner. Dia-

M<?t Minerals, have moved one
step closer to building North
America's first diamond mine
in the Lac de Gras area of the
Northwest Territories.

The two companies said that

they planned to erect a pilot

recovery plant in the area
early next year to analyse a
bulk sample of between 5,000

and 10,000 tonnes of ore.
Depending on the results,

these tests would be followed
by a full feasibility study for a
mine. Lac de Gras is just below
the Arctic Circle, about 320 km
<200 miles) north-east of

By Bernard Simon

BOWING TO strong pressure
from North American environ-
mentalists. the British Colum-
bia government has barred fur-

ther development of the Windy
Craggy copper and gold deposit
in the scenic north-west comer
of the province.

The area, in the watershed of
the Tatshenshlni River 60 'km
east of the Alaska panhandle,
will be set aside for an &5m
hectare wilderness park, strad-
dling the US-Canada border.

The government said yester-

day that it will “fairly" com-

By BUI Hinchberger
in Sao Paulo

A PROPOSED cofree
producers' cartel is the main
item on the agenda of a meet-
ing of Central American offi-

cials today and tomorrow in

Managua. Nicaragua. Producer
countries have been debating

the idea ever since the collapse

earlier this year of talks aimed
at revitalising the Interna-

tional Coffee Agreement
between producers and con-

sumers.
The concept of a producers'

association to regulate stocks

ami try to boost international

prices Is supported by Brazil,

the world's leading coffee

exporter, responsible for about

THE NETHERLANDS, which
has financed Tanzania's cotton

industry over the past 11 years,

will stop funding next month,
an official of the Tanzania Cot-

tun Marketing Board said,

reports Reuter from Dar es

Salaam.
“They arc pulling out They

have not been too happy with
us." said TCMB economist Mr
Ali Ngongolu.

Yellowknife, the territories'

capitaL

The decision to go ahead

with such a large sampling
programme is based on the

results of drilling last winter

which appear to confirm a size-

able diamond deposit Analysts

at Pacific international Securi-

ties in Vancouver said yester-

day that the grade of ore recov-

ered from one of four
kimberlite pipes at Lac de Gras

“puts it into the league of

world-class diamond pipes".

Despite such enthusiasm,
Dia-Met's shares tumbled by
C$9 to C$57 in early trading on
the Toronto stock exchange
yesterday. The share price had
tripled in the past year in

pensate Geddes Resources,

which has so Car spent CS50m
on exploration and develop-

ment, and holders of other

UK WMBHOUH STOCKS
(As at Monday's date)

tames

Ahanraan *8,400 >a 1,877.325

Ooppr *8.750 10 459.125

Land -50 to 258825
Nickel -2.130 to 88^02
Zinc *2830 to 060,625

Tin -05 to 20.1 DS

mineral claims in the area.

Windy Craggy, widely
thought to contain North
America's richest undeveloped
copper reserves, has become a

30 per cent of total exports. It

also has the backing of the

other big Latin American and
African producers, says Mr Gil-

son Ximenes, director of the

national coffee department of

the Brazilian ministry of indus-

try and commerce.
Brazil has decided not to

attend today's gathering.

Instead, Mr Jose Andrade
Eduardo Vieira, industry and
commerce minister, will attend

a meeting of Latin American
producers in early July, also to

be held in a Central American
country, possibly Costa Rica.

Mr Ximenes says it would be

premature to outline details of

how the proposed association

would try to control stocks.

However, the Brazilian private

Under the Dutch Cotton
Assistance Programme, the

Netherlands pumped US$100m
into Tanzania's cotton industry

in the form of equipment and
spare parts for ginneries,

trucks, a new ginnery, techni-

cal assistance and training.

Marketing board officials say
the Dutch wanted rapid liberal-

isation of the cotton sector,

including the removal of price

anticipation of positive results

from Lac de Gras.

According to BHP and Dia-

Met, a total of 206 carats were

recovered from just over 4QQ

tonnes of ore extracted from
the four pipes. The results

include only stones with a
diameter of more than half a
millimetre.

The companies said that

they had found several gem
diamonds In the one to three

carat range.

The proportion of gem dia-

monds ranged from a low of 6

per cent in pipe number two to

31 per cent in pipe four and 33

per cent in pipe three.

Pipe four contains a grade of

17.5 gem carats per 100 tonnes.

focal point of the clash
between resource industries
and environmentalists. Devel-

opment of the site, which is

estimated to contain about
2.7m tonnes of copper, has
been stalled for four years by
environmental disputes.

The chief executives of five

Vancouver-based mining com-
panies warned last week that a
decision to turn the area Into

park land would have a nega-
tive impact on investor confi-

dence in the province. Besides

the rich metal content of the

deposit, the mining industry
has pointed to the job-creation

sector is defending a sliding

scale scheme under which pro-

ducers would automatically
withhold mote coffee as prices

dropped.
Under the scheme, all pro-

ducer countries would with-

hold 25 per cent of output
when the International price

hit 60 US cents a lb. The
amount retained would gradu-
ally decrease as the price
increased to 80 cents a lb.

when controls would be lifted.

At present the price is hover-

ing just above the 60 cents-a-lb

mark.
Mr Ximenes says he does not

“discard" the Brazilian private

sector proposal.

Given the present low prices,

most countries are already

controls and privatisation of

the state-run marketing body.

“We agreed with the concept,

but it had to be gradual," Mr
Ngongolo said.

Agriculture ministry officials

said that new proposals to lib-

eralise cotton trading might be
rushed through parliament in
the current debate on the bud-

get These included new legis-

lation to allow the private sec

-

Pacific International estimates

that this is nearly double the
grade indicated by a sample
recovered from the nearby
Point Lake property in late

1991 which set off the diamond
stampede in the Northwest
Territories.

Meanwhile, the Canadian
government has announced
changes in income tax rules to

encourage diamond explora-
tion. Developers of diamond
mines will in future be entitled

to accelerated depreciation of

capital costs, while exploration

companies will be able to
finance their work by means of

“flow-through" shares which
offier substantial tax benefits to

investors.

potential of a new mine.
Environmentalists on the

other band, have argued that a
mine would do incalculable
damage to rivers and wildlife

in one of the most pristine

parts of the continent. The
Clinton administration has
suggested creating a protected

wildlife area straddling BC and
Alaska.

Royal Oak Mines of Vancou-
ver this year bought a 39 per

cent stake in Geddes. reason-
ing that its C$10m (£5-3m)

investment would be more
than covered by compensation
if the project was blocked.

reducing exports, according to

Mr Manoel Vicente Fernandes
Bertone, president of the
National Coffee Council, a pri-

vate Brazilian producers asso-

ciation.

“All countries have reached
the mairiTraviri limit of exhaus-
tion,” he says, adding that only
Vietnam, Indonesia and India

are maintaining previous lev-

els of production.

Brazil, for instance, shipped
just 4.6m bags (60 kg each) dur-

ing the first five months of this

year, compared with 7.6m bags
in the corresponding period of

1992. May shipments were stal-

led by a strike of federal tax

inspectors, but exports had
been down in each of the first

four months.

tor into the ginning business

and individual investors to be
allowed to buy and export
cotton.

In 11 years of Dutch assis-

tance, the capacity of the coun-
try's 58 ginneries has soared
from 200,000 bales. Some
462.000 bales were ginned in
the 1991-92 season in the Lake
Victoria cotton belt, marketing
board officials said.

Fox goes

back to

the future
By David BJackweB

THE LONDON Futures and
Options Exchange is celebrat-

ing its return to the Mack by
killing off the modi ridiculed

acronym of London Fox with
which it has been saddled for

the last she years.

Next week Mr Robin Wood-
head. Fox chief executive, will

announce “a small surplus"
after five years of operating

losses. “We have been success-

ful at turning the unpleasant

loss-making tide,” says Mr
Woodhead, who took up his

post in October last year.

The exchange win revert to

being called the London Com-
modity Exchange from July 1.

But there will be no £30,000

daytime firework display to

herald the name change, as
there was in June 1987.

Then the exchange was
mping DS-styie razzamatazz in

a bid to attract attention and
win business away from the

booming US exchanges. Ironi-

cally, one of the main reasons

the name is being changed
again is that few people in the

US know what London Fox is.

Mr Woodhead and Mr Mich-

ael Jenkins, chairman of Fox
and former chief executive erf

the London International

Financial Futures Exchange,
are determined to leave Fox’s

unhappy history behind. The
exchange, which has had to

close several contracts includ-

ing raw sugar, last year made
a loss of £691,000 on revenue

,

of £l0m, mainly because of

exceptional costs of nearly
Elm following the debacle
over its property futures con-

tract in September 1991.

First steps towards setting

tiie exchange on a new course
have included cutting staff to

83 from 120 and operating

costs to £&3m from £l0m two
years ago. Mr Woodhead says
the exchange now needs to

trade 9,600 lots a day to cover

costs, compared with nearly

21,000 in 1991-92 and the pres-

ent average of about 11,500.

In the longer term the
exchange aims to concentrate

on its core contracts of cocoa,

coffee and white sugar, plus

their traded options. Mr Wood-
head says it will work to

improve its image and to make
sure its trading practices are
impeccable.

A review of the contracts
that came with the take-over

of the Baltic Futures Exchange
- inclnding grain and freight

rate futures - will be dis-

cussed by the board in August
The exchange Is keen to

attract more of the S25bn
trade controlled by managed
futures funds. “The US funds
have primarily been interested

in the US markets - but many
are looking to diversify inter-

nationally ” says Mr Jenkins.

of all Peru's coming privatisa-

tions. Together, they are pro-

moting the sale of Centromin,
Peru’s state-owned mining and
refilling giant

Given the complexity of the
task - Centromin consists of
seven separate mines and a
huge metallurgical complex
with annual sales topping
5400m - the sale strategy is to

“listen to the market". While
the Peruvian government
would prefer to dispose of the

giant as a single unit, it may
prove Impossible to find one
buyer, or even one consortium,
ready to take it on.

A dPtaUeri information mem-
orandum was available from
the co-promoters as from last

week. Over a hundred mining
companies have been con-
tacted worldwide and
rapiested to fin in a question-

naire detailing their particular

interest Pre-qualification, of
potential purchasers wfil com-
mence in late July and it Is

hoped the sale wiU be com-
pleted by December.

All Centromin's properties

are in the high central Andes.
Six of the mines - Anday-
chagua, Casapalca, Cerro de
Pasco, Morococha, San Cristo-

bal and Yauricocha - are poly-

metallic, while Cobriza is

exclusively a copper deposit
Barii mini» has its own concen-
trator plant; Cerro has two.

Centromin produces 40 per
cent of an Peru's zinc, and
more than half of it comes
from the Cerro de Pasco mine
- the “jewel in the crown",
which mining experts agree is

the most attractive single prop-

erty. Cerro is also responsible

for around 25 per cent of Peru's

annual lead output and some 8
per cent of its silver.

The metallurgical complex of

La Oroya, 3,700 metres above
sea level was built by the US-
owned Cerro de Pasco Corpora-

tion in the second decade of

the century. The copper

Prices from Metal Bulletin (last

week's in brackets).

ANTIMONY: European free

market 99.6 per cent, $ per

tonne, in warehouse, 1,550-1,610

(1,550-1,620).

BISMUTH: European free

market, min. 9959 per cent, $
per lb. tonne lots in ware-
house, 255-2-50 (same).

CADMIUM: European free

market, min. 99.5 per cent, $

per lb, in warehouse, 0.44-0.50.

1989 attack by Maoist Shining
Path guerrillas that devastated

its infrastructure. Only Anday-
chagua and Cerro de Pasco
have immediately obvious
potential.

It will be a bold buyer who
will take on the entire opera-

tion. Aside from the seven
mines hundreds of kilometres

apart, Centromin operates four
hydro-electric plants (with a
combined capacity of 183 Mw),
212 kin (130 miles) of railroad,

eight hospitals and 75 primary
and secondary schools. Camps
provide housing Cor a total of

100,000.

“Ifs too big and complex an
animal

,
and its environmental

liabilities are too great to sell

as one whole," says one inter-

national mining expert. He
puts the value ofthe company
as “anywhere between $300m
and $500m", the value of assets

and mineral in the ground
heavily being discounted in
view of the “necessary clear-

ing-up operations”. Peru’s
mines ministry appears, how-
ever, to recognise the environ-

mental cost element and the

government is studying possi-

ble use of debt paper to

COBALT: MB free market,
99.8 per cent, S per lb. in ware-

house. 12.6Q-13.6Q (13.40-14.Q0V,

99.3 per cent. $ per lb. in ware-

house, 9.40-10.40 (10.40-11.00).

MERCURY: European free

market, min. 99.99 per cent, $

per 76 lb flask, in warehouse.
115-135 (same).

MOLYBDENUM: European
free market, drummed molyb-
dic oxide, $ per lb Mo, in ware-

house. 2JS-2J0 (same).

proven reserves between them,

with a copper content of more
than 2 per cent. Studies sug-

gest development costs could

he in the region of SS5m.

Still to be determined is

whether the “Sambas" depos-

its - part of the same copper

belt as Tintaya but some 150

km away - will be included in

the Tintaya privatisation or

held over for a later, separate

sale. Together they bave some
40m tonnes of copper-bearing

ore.

Mr Francisco Fernandez,
head of Tintaya 's privatisation

committee, believes that the
existing Tintaya installations -

including a modern, largely

Canadian-equipped concentra-

tor plant, which has the bene-

fit of good water and energy-

supply - could form the .0
nucleus of a future metallurgi-

cal complex, perhaps concen-

trating on ecologically-sound

leaching operations.

“In all these sales," he says,

“the prime consideration is

new investment rather than
cash down. The state simply
doesn't have the resources
to develop these promising
deposits."

SELENIUM: European free

market, min 995 per cent, $ per

lb, in. warehouse. 4.70-5.40.

TUNGSTEN ORE: European
free market, standard min. 65

per cent, $ per tonne unit (10

kg) WO,, cif, 27-39 (same).

VANADIUM: European free

market, min. 9S per cent, 8 a lb

V20., Cif, 155-1.40 (1.30-1.40).

URANIUM: Nuexco exchange
value, S per lb, U,0„ 7.10

(same).

Environmentalists win in BC mine battle

Central Americans to discuss coffee cartel

Tanzania says Dutch to halt cotton industry finance MINOR METALS PRICES

WORLD COMMODITIES PRICES

MARKET REPORT
A general wave of long Bquidatlon
brought base metals prices down
from earlier highs at the London
Metal Exchange yesterday. Three
months COPPER rebounded from
well-signposted resistance at

$1,900 as another rise in exchange
warehouse stocks was announced,
and ended $7 down at $1,878 a
tonne. ALUMINIUM'S retreat

gathered pace after support at

$1 ,200 for three months metaJ was
breached and final business was
at $1,187 a tonne, down $18.50
on the day. NICKEL stocks
registered another substantial fall,

the fourth in succession, but that

did not prevent the three months

London Markets
SPOT MARKETS

Crude otf (j*» barrel FOBHJirt) D -

S15.27-&3QZ -0.105

Brent Blend (dated) S17.16-7.19 -0.025

Bt-.-il B1«nO lAuqj 81 7 52-7AS -04)25

W T 1 (1 pm rwr) *1893-8967 -O 035

Oil products

(NWE pnjmrjr detwery per tome OF * or -

Pier rum GaoMte 5200 202

6ac 04 SI 63-1 64 -1

H*.i*v Kuti Oil $5800
Napmlvi SI72-174
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Other or -
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A
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Lundon daiy su#v (raw) S2 59.

4

8.4

Ltmchin daily suepa N>hH ej 32 73.0 -3.8

Tohj yaj Lyto e-port price C28S.S 7.0

Barley CLntSnti toed) U"Q
M».-o P.'S No 3 yeHaw) C1G&S1
Wteut |US LurV northern) £.141.01

Rubber (J JiV 58 SOp

Rubber lAug/S 5B75p

Rubb-a (VL fiSi No 1 Jut) 207 0m -05

L*X»nut dl (PMvpIlKlS S432.SV *5.0

PjKn OP r,-.ian)§ SMCSy -2.5

Copra (FlWMJtarnjS 3287.0 7.0

Suynboan* (US) E187.Su •U
Cohen -A" mdw 57.95c -0.2

VUodlups (SJS Stott 340p

£ a Harm; wJess cbtanran stated

tcOMl’b y-J«*Sop 2-Augv-Jul/Aug

uJtri i-jun ¥Lr*tan physical. 501= RaUwUam. 4
BuiKrt 4om m-Mjtivuan carTt^3-45neep
pxAa are now iwu weight puces ‘ change from a

week ago. provlstaral prie«

price surrendering most of

Monday's advance. And the ZINC
market lost most of the modest
gains that had been encouraged
by Monday's news of a European
producer plan for co-ordinated

output cuts. At the London bullion

market precious metals continued

Monday's drift Dealers blamed
GOLD'S failure to attract sufficient

speculative Interest for its $1.35

fad to $368.15 a troy ounce. But

they did not expect a significant
retreat to ensue. London COFFEE
and COCOA futures prices ended
the day higher in relatively quiet

trading.

Compiled from Reuters

SUOMI - London POX (Spar tonne}

White Ctaee Pmvtauo HttfVLow

** 278.00 273.90 278.00 278.00

Oct 272-50 267.10 273.10 2684)0

Dec 272.50 267.30 27250 27250

Mar 272.00 20750 272.10 260.50

White 94a 1 1285) Parts- Whits <flFr par toons):

Aug 1587.10 Cid 1567.70

cmroeoa- we s/ban*

Latest Previous Htgh/Low

Aug 1753 17.50 17.80 17.43

Sea 17.73 17.70 17.79 17.68

Oct 17 94 17.82 1BJH 1755

Nov 18-04 1BJB 1854

Dec 18.17 18.18 18.17

Jan 18£8 1878

IPS todee i/.sa 1752 1758

Hanover 13519 (71982)

CMS OH. -IPS SAonno

Ctosa Previous MgfyLow

Jd 18250 16375 182.75 16Z7S

Aug 16450 18550 164.76 18475

Sap (6850 187.50 167.00 10050

Oct 170 00 17125 17D.SO 170.00

Nov 172 50 17375 17250 172.50

Dec 175.00 178.00 175.00 174.75

Jon 17875 1T7J2S 17875 17&00

Turnover 7E74 (7652) lata ol 100 tonnes

JUTE
C arid F Dundee- BTC *315. BWC (375,

HTD S205i BWD 5300. C Bid F Antwerp: BTC
BWC S3OS. BTD 1280, BWD $280.

COTTON
Liverpool* tpoi and shipment coles

amounted la 38 tonnes tar the mk ended 18

June aoahsl 22 urns* h Die previous week.

Subdued offtake <Pd not bring many
operations. Suppon wot forthcoming hi certain

specialist stvtas. notify in me Mtodto Eastern

Hinge.

COCOA. London POX CAome

Ctosa Prevtous HWVLow

Jut 733 717 738 708

Sop 729 723 730 719

Dec 734 730 741 722

Mar 745 741 751 734

May 758 754 764 747

Jli 770 788 785 758

Sap 7B2 780 788 772

Doc 803 788 BID 788

Mar 824 819 830 810

May 840 833 847 840

Turnover 46458 (D724) tors of 10 tames
ICCO indicator prices (SDRs par mind). Defy price

tor Jun 21 732.94 (724.73) 10 day waraga far Jun

22 89452 (688.90)

comE- London POX S/loniw

Ctoae Prevtaui HtgrVUM

Jid 907 899 907 900
Sap 927 917 928 815

Nov 933 921 832 923

Jan 832 922 030 924

Mar 836 831

Turnover 6024 (1764) Iota of 5 tomes
ICO mlcatot priced (US owrta per pound) tor Jut 21
Camp. daSy 54.85 (55.68) 15 day mange 54.36

(54.41)

I]i E/forme

Ctoae Prevtous HghfLow

81.3 85.5 850 81.5

May 88.5 BID

Turnover 108 (178) Iota Ol 20 tomes.

XOTAUAL - London POX E/tormu

CtoM Prevtous Hgtvbow

Oct 15aDO 152.00 isa00
Dec 15850 154.00 15850

Turnover 20 (20) tats of 2D Waned.

WWW - L—den POX SiOdndax point

Ctoae Prsutoue Hlgh/Lon

Jun 1482 1400 1494 1480

Jii 1385 1370 1375 1364

Aug 1350 1365 1360 1350

Oct 1415 1425 1425 1415

Nov 1435 1433

Jan 1440 1451 1440

BFl 1512 1518 1512

Tisnovar IBS (317)

BRADtS - London POX C/toone

Wheat Ctoae Prevtous High/Low

Jul 130.76 13375 135.00

Nov 108.40 10825 108-25

Jan 111.40 111J0 111 40

B*toy Ctow Prevtous Hfah/Lan

Nov 107-50 107JO 107.40

Turnover: Wheel 26 (S3), Barley 1 (9k.

Tiaram tats of 100 Tormefl.

ROB- London POX (pash SMtumanq p/hg

Ctoae Prevtous Hlgh/law

Sap 1042 104.0

Turnovers 0Ma of 3X50 kg

LOUDON HXTAL DCCHAMOm (Prices auppHed by Amalgamated Metal TraOntf

Ctoae ftwwue HfatVLow AM Official Kerb ctaea Open Merest .

MumHom, BSL7W purity (I per tome) Total dally turnover 42.145 ton

Cash
3 months

11B7J-8J
1191.5-2.0

1184.S-SJ
1208-8 1205/1189

1178-9
1202-24 1187-6 200563 Iota

Copper, Qrada A (C per ume) Totel defy turnover 42.175 tots

Cash
3 months

1268-7
1278-9

1259-60
1273-3A

1269/1288
128371278

1 787-5-8.0

1278-84 12805-15 218,689 tola

Lend (t per tome) TOM defy turnover 2520 lots

Cash
3 months

20J-8.5
278.75-9 0

284-6
273^45 27WZ75

286-6.5

Z7&JHL0 2785-95 20,688 Iota

We**! (S ptr tonne* Total defy turnover 7575 Iota

Cash
3 months

5560-70
5625-30

6690-5600
SUMO

5830/5627
570075020

5827-90
5092-5 5610-20 50498 tots

Tin (l pet tonne) Total ddy turnover 2544 lots

Cash
a months

5135-40
5190-5

5128-38
5185-90 5200/5180

5130-5
3100-5 6170-80 9519 tots

Zinc, Special Mgh Grade (S par terra) Total daly tunover 13320 tots

Cedi
3 months

932-4
850-2

942-3
980-1

938
800/945

936-05
964-6 947-6 89596 tots

LME Ctoetop Ut rate:

SPOT: 1.4763 3 months: 1.4891 6 months: 1.4820 9 months: 1.4566

LONDON BULLION HMSORT
(Prices suppled by N M RottwMd)

Ootd (trey oz] $ price E oqukeSent

Owe 38atxK»aaa
Opening 389.25-388.65

Itentog to 389.10 247.868
Afternoon to 30080 248.150

Day’s to*

1

38780-36850

Loco Ldn Mean Ocid Lending Retae (Vs USfi

1 month 258 6 mantha 2-45

2 months 258 12 months 251
3 mourn* 2-40

SSver Ac p/troy 02 US ca equtv

Spot 288.56 42955
3 months 29250 43255
8 monOre 29050 4MM
12 months 30455 44425

SOLD COUPS

S price £ eqdMtat

Krugerrand 36900-37250 247.00-25000
Maple leal 3785558055
New Sovenrtji 87.00-80.00 6850-8150

OWED OPTIONS

MumMum (99.794) QaBs Put*

Stria pries S torn Aug Od Aug Oct

1178 36 65 30 38
1200 22 43 44 48
1226 15 33 80 68

Cower Orada A) Cals Praa

1800 107 151 28 50
1S50 78 102 44 71
1900 51 78 89 96

Coffee Sap Nov Sep Nov

860 88 106 11 23
900 54 74 27 41

950 SB 60 52 67

Cocoa Sap Dee Ssp Dec

700 44 83 IS 29
725 29 48 25 40

760 IB 39 40 GG

Brent Ctuda Aug Dec Aug Dec

1800 6 89 57 .

1850 1 - re -

1900 17 • -

New York
GOLD 100 buy at; 5/boy ca.

Ctaea Previous HgMjOur

Jun 3S&6 3705 309.1 387.4
3BB.7 371.1 3703 3883

Oct 371.6 3725 3725 370.D
Dec 373.1 3745 3733 3715
Feb 374.7 376.1 3753 373.1
Apr 378-3 377.7 3785 3755
Jun 3775 379-3 0 0
Aug 3708 381.0 3803 3805

PLATINUM 60 trey oe S/troy ol

Ctosa Previous FUgh/Low

Jut 3765 3785 3783 3743
Oct 3754 3775 377.1 3743
Jan 3755 3761 3773 3785
Apr 3765 3785 3785 3703

SHLHB1 5500 troy OE centaftrey OC.

Ctoae Prevtous Hgh/Uw
Jun 425 8 4261 0 0
Jut 4265 4285 4zao 4243
Aug 4275 430.1 4295 4273
Sep 429.1 431.7 4323 4285
Dec 4335 4304 437.0 4323
Jan 434.4 437.0 0 0
Mar 4385 4405 4413 4375
May 441.7 4445 44%0 4435
Jul 4445 4474 0 0
sop 448.2 4605 0 0

KISH GRADE COPPER 2SJOOO to* ceMa/IBS

CtoM Prevtous «gh/Lov.

Jui SMS 04.20 83.66 83.40

Jkl 83.85 8440 8450 8350
A** 83.95 84.05 0 0

Sop 8425 64.90 (025 84.10
Oct 8440 8650 8450 84.78

NOV 8550 85.15 8550 85.00

Dec 8450 6550 64.70
Jan 6459 89.40 8550 85.20
Fab 85.15 8555 6540 8540
Mw 8540 86.70 86.00 6830

enuoe oa. pjgtq 42.000 us gan samm
Latest Prevtous HgWLow

Jul 10.51 1652 1857 18.45

Aug 1850 18.91 19-06 1854
Sep 19.10 19.19 19-30 19.13

Oct 1941 1938 1946 19.35

NO* 10.40 1950 1854 18.45

DSC 1950 1950 1856 1957
Jen 19.78 1957 19.78 1S3&
Feb 1888 19JZ 19.7S 1059
Mar 10.73 19.75 18,78 18.73

Apr i&ei 18.77 1950 1950

HBKIMO CHL 42DQO US gets, centi/US 90*5

Latest Previous High/Low

Jii 62.10 5135 5235 5130
Aug 6230 6237 6335 5230
Sep 6335 6174 6430 53.60

Oct 5435 54.84 55.10 54.75

Nov saoo 55.94 56.15 5530
Dec ST55 3634 3720 saao
Jan 5730 5734 57.75 67.40

Feb 5750 67.41 57.B5 57.40

Mar 5834 5634 0 0

Apr 5550 55.14 0 0

COCOA 10 tomestf/tonnes

Ctosa Prnvtouj Hgh/Uw

Jul 915 904 928 910
Sep 937 033 952 920

Dec 984 902 977 937

Mar 993 BB2 1005 985

Mfy 1018 1015 1020 1015

Jul 1038 1037 0 a

Sep 1082 1061 1003 1057

Dec 1093 1002 1083 1077

Mar 1118 1117 1112 1103

May 1143 1142 1142 1128

coma XT 373008m: centsribs

Ctaea fyevtoue HghAjor

3 61.86 60-30 8130 8030
Sap 6333 82.35 63.80 62.40

Dec 68.16 6535 66^5 65-30

Mar 8040 87.10 08^5 6925
Mqr 7030 68.75 0 0

Jul 7130 70.40 7223 7235
Ssp 7325 72.00 0 0

SUGAR WORLD "11“ 1 12300 tax centsribs

Ctoae Preirtaue High/Law

Jul 931 937 990 987
Oct 1023 1039 10.31 10.07

Mr 10.10 iaoi 10.18 939
May 1038 938 10.15 1030
Jut 835 833 1030 904
Oct 9.77 Bl/O 930 975

COTTON 50300; esnaribs

Ctoee Prevtous HtgtVLor

Jul 68.77 5830 5999 692S
Oct 67.86 5730 57.85 57.40

Dec 57.18 56.88 57.30 58.7B

Mr 58.08 67.80 6830 S732
May 5833 6638 3988 ea65
Jli 69-24 6933 5945 5920
Oct 5960 5936 0 0

DSC 0030 6036 60.40 0030

ORANGE JUK& 16300 IbK eeffisribs

Ctosa Prevtous Mghtow

Jul 120.70 11630 12130 116.40

123.60 11830 12330 11900
No* 128.16 121.16 12916 12136
Jan 127.BO 12230 12730 12330
Mr 12630 12330 12930 12430
May 12935 12435 12930 12930
Jii 129-83 12433 12830 12830
Sep 12933 124.35 0 0
Nov 12933 12433 a 0

: MDM» 1

|

REUTERS (BasrSepMmbr 18 1BS1 - loq

Jutl22 Juifl firth 900 yrsgo

1882.7 18743 18703 1552.6

DOWJONE9 (Baas: DSC. 31 1974 - iaq

JiTL21 Jun.18 mm aqo yrago

Spot 12929
Futures 120.48

12134
12035

nM
nrt

11931
119.78

Chicago
SOYABEANS 5.000 bu nan. cenWWta bushel

Ctoae Prevous Higri/Lcw >#
Jul 81514 6JOM 611-6 814/0

Aug 610/2 621/2 t/W 616/4

Sep 6M/2 Kart 62474 617.-0

Nov 622/4 625/4 616/0

Jon KW2 62674 629/4 62K4
Mr 6300 632/6 &JJ/0 626.4

May 533/0 633.*2 6J5i
,4 628/4

Jul 634AJ 63470 6384) 630/4

SOYABEAN OIL 80300 tas: cants*

Ctosa Prevtous High/Low

Jul 2233 22-12 22.15 21X2
Aug 22.16 22.33 2238 21.99

Sep 2239 22.41 2245 2215
Oct 22.40 EL» 2250 2230
Doc 22-87 22.74 2284 2250
Jan 22.76 22.85 2290 22.85

Mr SZW 2107 2110 22 08
May 23.13 2330 2326 2100

SOYABEAN-MEAL 100 tons; S/tan

Qosa Prevtous rtgh/u>"

M 1943 1053 195.0 1935
Aug 1942 194.8 195.0 1935
Sep 194.3 195.2 195.5 193B
Oct 1943 1953 19S2 194i
Dec 195.8 100.6 1077) 195 5
Jan 195.8 197.1 197.0 195 5
Mur 198.1 197.1 19 196D
Usy 1973 1962 ViTJS 196J5

MAIZE 5300 bu n*r crtto/USb bushd

Close Previous Hrgh/Low

Jul 21674 218/D 219/2 215A5
Sep 225/D 224/3 226/0 22274
Doc 23370 233A) 23S/2 23172
Mr 24170 240/4 242/4 239.-0

May 24674 246A) 247/2 24470
Jut 250/2 250/0 25076 24870
Sep 24574 246/2 246/2 24574
Dec 24574 245i* 246/0 24472

WHEAT 5300 bu nut cema/BOb-bushet

CtoM Prevtous High/Lo*

Jli 283/2 280/0 265/0 278/tl
Sep 28972 266M 250/4 284/4
Doc 301/2 29672 302/4
Mr 307/2 306/0 308/4 304/0
May 308/4 307/0 3U9/D
JU 30674 30&76 307/4 3054)

LIVE CAttLE 40300 lbs; centUSa

Ctoee Previous Hkjh/Low

Jun 75350 76j400 76 300
Aug 73.428 74.450 74075

71775 74.675 74.000
Dec 74.173 75J25 7SJ00

74.150 74 925 74.850
Apr 75300 75 900 7SJOO
Jun 72.125 72.850 72850 72.100

UM5 MOOS 4QJMQ tx, cantsriba

Ctoae Previous Hlgh/Low

Jun 52.550 62.775 52.900
48175 48.700 49.050

Aug 45.825 46.125 46.450
Od 40.400 40.775 40.t&0
Dec 40B25 41.150 41350
Fab 41DQ0 41500 41.800
Apr 40.400 40 550 40.7D0

4SBOO 46.150 40.650 46600

PORK BELLIES 40.000 ton eems/ta

Ctae Previous Htgh/low

Jul 33.900 34.960 35*00 33.BOO
Atto 33.125 33-075 34.250 33.000
Feb 39900 39.950 40 400 39.600Mr 38-325 33-225 33.500 39.326
Mar 41000 41.000 0 0
Jii 40400 40.400 0 0
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Early gains melt away by the close
By Terry Byland.
UK Stock Market Editor

AN EARLY attempt by UK
equities to push on towards the
all-time peaks reached in
March soon faded away yester-
day behind a less aggressive
stock index futures sector.
Base rate hopes were reined in
by a cautious comment on Ger-
man rate prospects from the
deputy president of the Bund-
esbank. and a calmer dollar
took the bounce out of the
international blue chips.

After being nearly 14 points
ahead in the first hour of trad-
ing. the FT-SE 100 Index relin-
quished almost all of the rise
later In the session. Shares in
Rothmans, the South African
based tobacco group, rose
sharply in late dealings, giving
a final hoist to the FT-SE 100,
which closed 4.2 up at 2.907.6.
The index is now 49.7 points,
or 1.7 per cent, beneath its

March peak.
The more cautious tone

across the range of the market
was reflected In the first fall in
the FT-SE Mid 250 Index for
several sessions; at 3,217.9, the
Mid 250 was finally 0.6 off.

having lost an earlier gain of
nearly 7 points.

Restraining share prices
towards the close were the
prospects for the impending
auction of UK government
bonds, details of which came
late in the session.

London paid little heed, how-

ever. to a downward drtn in

the Dow during early dealings
on Wall Street, which was 13

points off when the UK market
closed for the day.
London traders remained

hopeful that German interest

rates may be cut soon, thus
opening the way for Mr Ken-
neth Clarke, the UK chancellor
of the exchequer, to deliver
what is expected to be the final

reduction in UK rates in this

cycle. But hopes of a move by
the Bundesbank this week
were damped down by yester-
day's comments from the dep-
uty president of the German
central bonk.
On the domestic front, there

was little immediate response
to UK gross domestic product
figures for the first quarter of
the year, while a modest wid-
ening of the current account
deficit w-as read as strengthen-

ing the arguments fur a base

rate cut.

The market was in good
heart in the first half of the
session, with Zeneca shares tri-

umphant on the news that the
EUbn rights issue, which
formed the cornerstone of its

demerger from ICf. had found

66 per cent acceptances; the
remainder was sold in the mar-
ket at n comfortable premium
tu the rights price, providing a

TRADING VOLUME IN MAJOR STOCKS
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further boost to underlying
investment confidence.

The premium on the Septem-
ber future contract oa the
KT-SE 100 Index remained solid

but was half that of the previ-

ous day, and there was no rep-

etition of the arbitraging deals
which lifted the blue chips on
Monday.
Helped by good trade in

Zeneca. Seaq volume edged up
to 588.1m shares from Mon-
day's 570.4m which came to

£1.05bn in retail business
worth. Non- Footsie shares
made up around 60 per cent of

yesterday's total turnover, in

line with daily averages this

year. The persistently good lev-

els of retail business have been
seen as perhaps a more reliable

indicator of market confidence

than the erratic path traced by
the Footsie since the beginning
of the year.

Store and consumer issues

showed mild disappointment
with the lack of encourage-
ment for base rate optimism
but losses were small. There
was little doing in the leading

oil shares.
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Account Dealing Dates

Tfeu Oatetopc
Jun 7 Jun 21 JJ 5

Option Dariratinna;
Jun 17 Ml Jul 15

Late Oaaflnpa.
Jun IS 2 Jui 18

Actwa Day;
Jun 28 JU '2 Jul 28

UOn IM buehme days earlier.

Rothmans
plan

surprises
THE MARKET was enlivened
minutes before the close by an
announcement from tobacco
group Rothmans International
which sent the company’s
shares racing forward In hectic

trading.

Rothmans Is In talks with
Richemont Securities and Dun-
hill Holdings about a reorgani-

sation of assets to create two
new quoted groups to focus
separately on tobacco and lux-

ury goods.
The announcement took

dealers by surprise. Rothmans
shares forged ahead 55 to 720p
in frantic trading which caused
a backwardation a brief
period when the bid and offer

price are temporarily reversed
- in the process.

Volume in the tightly held
stock jumped to 2.2m with
more business done after the
official close.

US bank hits Glaxo
Goldman Sachs, the leading

US investment bank, was the

driving force behind the under-

performance of Glaxo, after the

broking firm's pharmaceuticals

team reduced its current-year

profits estimate for the drugs

group.

The broker said the down-
grade was partly because of

the recent decline in the per-

formance of the dollar, but
declined to give any further

details.

Goldman's team also lowered

its forecast for following years,

resulting in a cut in its five-

year average earnings per

share growth rate forecast

from 13 per cent to 11 per cent

For the current year to June.

Goldman pared its profits fore-

NEW HIGHS AND
LOWS FOR 1993
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cast from £1.705bn to £l.65bn,

giving earnings per share of
39. Ip against a previous fore-

cast of 40.4p. Goldman expects
the dividend to be increased by
15 per cent to 19.5p.

Goldman said it maintained
its stance on Glaxo, expecting
market performance during
the next six months but under-

performance over the longer

term. Glaxo closed 10'A lower
at 587Vap following good turn-

over of 2.7m shares.

Zeneca rights

There was no surprise
among marketmakera at the
relative success of Zeneca's

£1.3bn rights issue; market-
makers had been confident of a
substantial take-up of the
rights Issue In the event, it

was disclosed yesterday that

shareholders had taken up
86.15 per cent .of the issue..

The brokers to the issue,

S.G. Warburg and BZW, were
said to have easily placed the

“rump" of the issue, 13.85 per

cent or around 26m shares, at a
price of 612p.

Zeneca shares made good
progress following the success

of the issue, closing a net 8

higher at 626p, after reaching

629p at one point Turnover
was a heavy 9.6m shares.

C and W peak
The market demonstrated

approval of much better than
expected results from Cable

and Wireless, accompanied by
a proposed one-for-one scrip

issue, by marking the shares

up to an all-time high of 780p.

The stock eased marginally

late in the session, closing a

net 23 higher at 777p. Turnover
was a hefty 3J2ra shares. Mar-

ketmakers said C and W had
benefited from sustained
switching into the shares from
BT, which held at 432p.

C and W’s pre-tax profits

came in at £824m, well above

the most optimistic analysts’

estimates, which were around

the £800m mark. The 12 per

cent increase In the dividend

was in line with expectations.

The results, plus some
encouraging remarks by the

company at the post-figures

meeting with institutions and

analysts, led to a series of

profits upgrades by telecoms

specialists. Current year fore-

casts were being shifted above

the £lbn mark.
Mr Jim Ross, telecoms ana-

lyst at Hoarc Govett said he

was looking for profits of

£1.05bn in the current year and
pinpointed two significantly

favourable points in the

results. He highlighted excel-

lent cash flow numbers and
nntod evidence of the economic

upturn in the UK in Mercury's

sharply improved performance.

"The level of new line orders at

Mercury is twice that of a year

ago," he said.

Royal Insurance came In for

strong support in a generally

firm composite insurance sec-

tor, with Robert Fleming Secu-

rities and Credit Lyonnais

Laing said to have been keen

supporters of the shares, which

closed 6 up at 295p.

Bank of Scotland extended

its recent good showing, the

FT-A All-Share Index

1993

Equity Shares Traded

Timovor by vdumo (mBfon)

Excluding: Inlra-maikot

Ouatnan andowm turnover

600

shares settling 4% higher at

153Vip on above-average turn-

over of 5.5m.
Shares in Spring Ram, the

troubled building materials
group, came under sustained
pressure, sliding 8 to 61p. Talk
of a broker’s recommendation
switch out of RMC and into

Redland saw the latter move
up 10 to 455p and the former
retreat 11 to 75Qp.

Alter the fillp of last week's
presentations from Guinness
and LVMH - the French lux-

ury goods company with whom
Guinness has a cross-share-

holding - the brewer saw some
investors waving goodbye and
tlie shares shed 7 to 478p. This
time it was Grand Metropoli-
tan's turn to woo the analysts

with upbeat talk which saw
the company bullish on its

expectations for a growing role

in the world vodka market. It

also boasted of Its performance
with Burger King. But heads
were not turned completely
and GrandMet lost 1 tu 425p.

AQied-Lyons added 2 to end
at 541p in a volume of 2m after

Hoare Govett issued a buy
note.

A batch of shares traded
below quote price helped push
down the level of Campari by
18 to a close of 315p. The sport-

ing clothes company, which
recently surprised the market
with two profits warnings in as

many months, suffered from
buyers “anxious to exit the

stock" said one analyst.

The confidence of investors

and the City had been knocked
by the warnings who fear that

after two a third could be on
the way, added the analyst.

One analyst said that the

brewery sector was generally

held back by a general lack of

enthusiasm and a lack of inter-

national opportunity as Europe
grapples with a deepening
reccsssion. Scottish Newcastle
lost 3 to close at 462p and
Whitbread “A" cosed 2 to fin-

ish at 497p.

Allied Textiles had better

fortunes, moving ahead 10 to

485p in an otherwise quiet sec-

tor.

Reuters jumped 36 more to

1383p after news of the success

of its Dealing 2002 forex deal-

ing system.Telerate is the sales

and marketing agent for the

Minex dealing system, con-
trolled by a consortium of Jap-
anese banks, and has no con-

nection with the EBS system
as incorrectly reported here
yesterday.

A weak day in the stores sec-

tor saw Boots slide 3 to 439p,

GUS “A" down 12 to I7l7p and
Marks and Spencer lose 2 to

338p. Kingfisher bucked the
trend to gain 5 at 600p after Us
announced acquisition of the
Unipart chain. But the store

and retail sector was generally

subdued as hopes for an early

cut in UK base rates were
returned to the back burner
following a somewhat cool
comment on interest rate pros-

pects from a senior executive

of the Bundesbank.
With rumours of a bid for

United Biscuits losing steam,

the share price feU back 5'/t to

202'Ap in moderate volume.
While United gave ground,
Cadbury-Schweppes, long
tipped as the possible bidder,

moved up 6 to 408p.

Budgens, the grocery chain,

was one of the foods sector’s

star performers with specula-

tion of a bid from REWE. Ger-

many's largest grocery retailer

and holder of a 26 per cent

stake in the UK company, tak-

ing up the price 4 to 45p.

J.Sainsbury mustered an
increase of 4 to 489p while see-

ing active trading on traded

options with the equivalent of

2.6m shares dealt.

Profit takers moved in on
Ratners Group which had ral-

lied on Friday on talk of bonk-

ing negotiations. With rumours
of an announcement by the

indebted company on fresh

banking facilities still preva-

lent, the shore price fell 3% to

a 32 '/ip with 6m shares traded.

A move into the bingo lei-

sure business by way of the

£19.9m acquisition of Nudge
Leisure - and a 4.6 per cent

rise in first half profits sent the
share price quotation of First

Leisure up 9 in early trading

before it fell back to lose a
penny at 364p at close. Thorn
EMI, recently bouyod by its

decision to sell its lighting divi-

sion, lost 2 to finish at 918p.

Dunhill Holdings soared 62p

to a 405p close albeit in thin

trading volume, in a stock
which is not usually heavily

traded.

MARKET REPORTERS:
Steve Thompson,
Joel Kibazo,
Christine Buckley.
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EQUITY FUTURES AND OPTIONS TRADING

STOCK index futures traded to

a 21-point range as bouts of

profit-taking signalled a pause

for breath after the recent

advance, writes Joel Kibazo.

Hopes of a base rate cut that

have underpinned the recent

rise appeared to fade yester-

day and the September con-

tract on the FT-SE 100. which

opened at 2>941, drifted gently

down on sporadic selling.

Lingering hopes of a cut

remain, however, and yester-

day’s economic data was taken

to signify a reduction may still

be possible.

The day’s low was 2,922,

reached just ahead of a poor

opening on Wall Street lie

premium to cash was gently

eroded throughout the session.

September finished at 24)20,

down 27 from its previous

close and just three points

ahead of its fair value pre-

mium to cash of 11 points.

Volume just exceeded 9,000

contracts.

In traded options, heavy
dealing in the stock options

led to heavy total turnover of

39.122 contracts.

BT saw $4164 lots traded,

with the November 460 calls

particularly busy. It was fol-

lowed by GEC with 3,409 con-

tracts dealt Kleinwort Benson

was the main player in

J.Sainsbnry options, which

were the third most actively

traded with a total of 2,625.

British Airways and Zeneca

were also active. Just over

11,000 lots were dealt in the

FT-SE 100 Index option, but a

mere 1.974 were traded In the

Euro Footsie option.
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CROSSWORD
No.8,183 Set by CINEPHILE

ACROSS
1 Exit, for example, the way

the coach is going? <5,9)

10 Crowd accumulation, say
<5)

11 Island, possibly a rum one,
returned outfit (9)

12 Exit north, south and east,

possibly, from square (7)

13 Suspend a fellow with a fur-

tive look <7)

14 Make a summary about
headgear (5)

16 Policeman’s account having
furtiveness in large quanti-
ties (9)

19 Habitat of Greek poet,

almost a heavenly being
(4.5)

20 Money has this significance

(5)
22 Novelist or critic gets bene-

diction when beheaded (7)

25 Whisky for religious
reformer and demographer
<7> . ,

27 South American weirdo,

hardly cracked (6,3)

28 Provide beast with queen
(5)

29 Clothes or furniture with
no point (5-5,4)

DOWN
2 Artist in tribute, one with a

dandelion (9)

3 Diver taking rebels’ part (5)

4 Tonic with small container
for friar (9)

5 More or less unkind (5)

6 Mountain stone or heap of

stones, no less stupid (9)

7 Epic upset some of the dai-

lies (5)

8 Number, for example, in,

for example, a bunch (7)

9 Engraver takes one drink
after another (6)

15 Preach capital, I had heard,
was fatal to mum or dad 19)

17 What’s put in came out foil

of air (9)

18 Food from Bologna in
spring at Jewish quarters,
inaccurately (9)

19 Henry l's qualification as a
big fish (7)

21 A second is a long time in

the Bible - he got nailed (6)

23 Street song in flight (5)

24 Second chapter of the Bible
shows spirits (5)

26 of place for tailless

insect (5)
Solution to Puzzle No.8,182
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CURRENCIES, MONEY AND CAPITAL MARKETS
FOREIGN EXCHANGES

$ rises to just below DM1.70
HEAVY BUYING of the dollar

by big US investment funds
helped the currency rally to

just below DM1.70 as favoura-

ble sentiment towards the dol-

lar gained momentum, unites

Sandeep DeoL
After a subdued morning ses-

sion, the US currency hit a
high of DM1.6990 before light

profit-taking pulled it back to

DM1.6970 by the close of Euro-

pean trading, to show a gain of

0.8 pfennig on the day.

A breach of DM1.70 is the

next target many dealers have
in mind. The catalyst for this

could be an easing today in the

Bundesbank's securities repur-

chase tender - known as the

repo - or the release of US May
durable goods data.

The announcement by the
German central bank that the

repo would be at a variable

rate dashed hopes of a sizeable

rate cut Even so, the market is

still looking for an easing in

the order of 5 to 10 basis points

from 7.60 per cent
Whatever happens, Mr Avi-

nash Persaud, senior currency
economist at UBS, suggested
that over the next few months
the D-Mark will weaken
against most major currencies

on the grounds that German
interest rates will almost cer-

tainly decline.

Mr Persaud expects that the

US currency will to continue
niimhing in the near term, hit-

ting DM1.72 in the next few

weeks.

Mr Julian Callow, interna-

tional economist at Kleinwort

Benson, disagrees. He expect

the US currency to pause and
consolidate at around DML67
before its resumes its climb.

Mr Callow believes that until

the US Federal Reserve gives

more tangible signs of a mone-

tary tightening, the US cur-

rency could find a move to lev-

els above DM1.70 difficult to

sustain.

The dollar strengthened

slightly against the yen also

ending the day at Ylll.35 from

Ylll.10 at the close on Mon-

day. Near-term gains are seen

limited despite political uncer-

tainty in Japan.

The weakness of the D-Mark
yesterday allowed the Irish

Central Bank to trim its

short-term facility rate by a V*

point to 7.75 per cent and its

overnight lending rate to 4J>0

per cent The punt held steady

after the cut, trading at

DM2.4427 in late European
trade.

The French franc which had
softened a touch on Monday
following the Bank of France's

easing of official interest

rates closed little changed yes-

terday at FFiS.364 against the

D-Mark from FFr8860 the day

before.

Sterling saw a quiet session

and ended down half a pfennig

at DM28075.
Against the dollar it lost

nearly a cent, finishing at

81.4780. Better-than-expected

first-quarter GDP data showing

a revised quarter-on-quarter
increase of 0.4 per cent against

an Initial estimate of 08 per

cent had little impact on the

market
The current account deficit

widened to £4.01bn In the first

quarter of this year from
£3.88bn in the fourth quarter of

1992.
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DOLLAR SPOT - FORWARD AGAINST THE DOLLAR
Jun 22

) ear* 02 idea 2 unto* Beck Oscours

ifir-s 3B lU owed b? BUI UK. Scju; and

T EjJ^CHI f-

fti SCSI raaa *e tor Joe 21
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CURRENCY MOVEMENTS

OKt
Ireuralt

_ _

Biij— mm .

Ocruraifi

Cennany .

POrtuga . „
Sjaui —
Mr
llcnny —
Fiance
Sweden
Japan

Aetna
Swcalaal
Eart

0sy»
spread

Giase Ore month %
PA

lira
rente PA

1 *770 • 1 4595 14775 - 1.4765 OJS-O03cpRi 77H 095092pm 252
1.4375 - I 4435 14380- 1.4330 050-047cpai 405 1.38- 1.33pm 177
12730 - 12780 12770 - 12780 0.1 4-0.1 teals -1.41 0.43-0.4703 -1.41

18895 - 10040 19015 - 19025 0E0-063O8S -am 109-IKOB -341
2400 - 3500 3*90 - 3500 1004-120006* -378 29 00-33 OOdQ -305
64500 - 64985 5*925 - 6.4975 2 80-3JOcnxSj -584 7.106 lOds -408
16940 - 16590 16965 - 16975 O68-O09PM1 -404 1.77-1 79*3 -a 20
153.75 - 16025 160.10 - 16020 I24-I290BS -948 34J-3Eiftfc -8 75
12835 - 12935 129JS - 129.15 91-9SCOS -604 245-n2dte -770

1 518 25 - 1531 25 1530 75 153125 8009200Ms -709 24 60-2S2ab -6S1
7.1 12S • 7.1550 7.1600 - 7.1560 1J5-23BtMWBs -340 515-595(Ss -110
£6625 5 7116 S.70S0 - 5.7100 206-21408* -442 538-50K8S -161
75310 • 76135 7.6050 - 76100 645-* OSoretfs -59? 6709.7068 -404
110J0 - 111.65 11100 - 111.40 par-001 yds -005 M i

1
i 1 009

110600 • 110300 1101 CO - 11.919) 305-L15gnHls -403 1005.1090113 -152
14330 - 15135 10125 - 10135 a254L26abi -2.111 066-0 Tata -100 l

1 1535 • I 1675 1.1535 - 1.1545 (L«4).45q*n 4.73 UAr.i^nr 192

Jurl Zt-

Bank ot

England
tndox

Morgan **

Guaranty
Chstajea 9,

olefliraa 79.7 -29 89
us raiar bS9 -12.10
Corudiaii buiUti ... 94.6 -7.44
Arcarjir Scialfinu

. 113 0 1511
&.H««ui riauc .. . . 1142 *0.71
DarvJi Kiuiui 116.4 ID 73
D-Mark 122 1 29 38
SwrjjFram. 1110 -20.20
DrA2l ClUtOW ... 1179 19 80
Flench Franc . 108.5 -7.45
Lira ... . — 82 7 -32.61
Van 173.9 .11181
F-euna 90* -30.98

ConrawfOal fates Stan
rcrasd creiTJuns and

tswania the end d Lcndcn l-atng. t UK. Nand am Em are quoted M US i

Osesufe »tf3i to us IS das: and «a to the mMkai curency.

Jun
HHi Low Pirn-

107-00 107-08 107414 107-04
106-02 108-10 105-31

.
108-06

&dfcn*in Mkm 41061 146441)

Prmtaua (toy's open HL

an bohohala— bott. bom
nmratmi inHi allow

|

am* Htoh Lane • tar.
Sep 85.17 0505 95-13 BS.30

OM 95-29 95.45 9500 9042

Eettmated wluma 54S86 178907)
Previous (toy's open taL 170198 [108739)

Dec
Mar
Jun
S"P
Dec
Mer
Jin
Ssp
Dec

High Low
112-14 112-19 112-11
111-08 111-11 111-05

110-4X2 110-04 110-02
109-0* 109-04 100-04
108-07 108417 108-06

112-15
111-08
110-04
109-03
108-05
107-10
106-18
105-28
105-08
101-16

JAPANESE YEN (DUN)
Yl20m S par YlOO

Lsfceat tab
09024 090879W

Dec

Qw Ei*7
00971 00017

09038 00003 00960 O0B26

- 00088

IL& TREASURY BILLS (BRU)
Sllri potato oMOOK

deutbck mtnc gum
DM126000 S per DM

G5S low Piy-
0-5885 0-5837 0.6853 0J807
05814 05820 05813 05820Dec

- 00788

BK SODOKU. '

BUMP 8MBU QD^nnn inmie a> 1B0%

Ctono High Low Prov.

Sop 99-20 8904 99.14 ^-35
Dec 9909 0806

Jui
Sep
Dec

Latest Htati Uw ftew.

9601 9601 9600 9600
9600 9601 9609 96.79
90.53 9606 9603 8603
8040 9040 9039 9039

$lm potato at 100%

Esdinami utounw 3262 (4870)
18195 (19179)Previous day's open tnt

*% fWIKWAL LOK TERM japaaese owl
I

Willi 14 IBM

BRITISH POUND OSOQ
Sa per E

Clone Ktfi

10709 107.77
10704

Estimated volume 1808 (2668)

Traded exchialvety on APT

Dec

Low
107.48 52Dec

Mer

Higti Low
.4812 1/4784 1.47881.4798 1.481

1X724 1.4724 1.4710 1.4700
- 1.4632

Sep
f relreirir

96.51 rSS
Dac 9606 96437
Mar 9504 9605
Jui 95.62 9583
Sep 9501 9503
3c 9400 9401
Mar 9402 9403
Jtm 9402 9*08

12% HOTNML ITA1IAH 60VT. SOW (BIT)
*

SWISS FRANC .

SFr 120000 S per

STANDARD • POORS BOO INDEX
$500 Haws index

S«P
Dec

m-rrrw Ml t.1

.

]ra Sap Q.G616 aficao
102.16 Dec 0.CM9 00605

I ilia 10206 KiLJ 10105 Mar - '

Low Aw.

- 00607

Wgh Low Pnnr.

447.10 447.40 44605 44740
- 44800
- 449.70

- - 450 60

52Dec

Eanmatnd votame 31891 (1*5741
Previous day's open tat 47976 (47448}

io% notional mma bout, boko mmi
Pto 20m TOSOH at 180%

Hlgt]dose
Sep 98.75
Dec

Esflmatsd votame 0 (0)

Previous day's open mt 26 pq

9805

PHUDBJPWA SE £79 DPTRHS
B31.2S0 (neats par Gi)

THBEE MONTH S1EHUK *

trt aoa*

Close *S5 low Prav.

Sap 9404 94\S 9400 9419
Dec 9403 94.36 9409 9429
Mar 9421 9423 9418 9417

93.91 9303 9308 9307
Sap 9305 9307 9304 3303

Strike

Price

1-450
1475
1000
102S
1050
1075
1-600

Jul

423
204
1.40

068
028
008
0.03

Aug
4.81
300
2-20
108
082
0.44
021

Sep
524
302
2.71
100
106
080
047

EsL VoL (km ttfls. no! Shewn) 44748 (45992)
Previous day's Open tin. 306696 (309875)

Previous Bey's vchinw: CMta 111.194

PAMS

One
821

Jot
0.73 jS

Oae
405

496 10* 200 309 506
302 2J9 304 476 608
305 457 500 608 801
207 606 701 8.17 1005
1JB 803 900 10.19 12.T3

103 1103 110S 1205 14.12

1 437029 (AO curranotos)

PUB 70,153 (AlomencM

7 Id 10 YEAR 10% NOTIONAL FRENCH BOND (MATTF) FUTURES

TUBS H0B1H HWOOOUAW
Sira potato to

Ctora High Law Prev.

Sap 98.52 96.52 96.50 9600
Dec 98.07 98.07 9605 9604
Mar 95.95 9505 9504 95.83
Jun 96.62 85.60

pen Sett prica Owg( Hffi

June 11906 11904 -0.10 11902
September 11932 H92B -OIO 1190«
December 118.70 118.68 -008 11880
Estknatsd vtoume 163.404 t Tool Open kcerast 237.110

tom
11900
119.18
11806

f YMd t Open tat

34007
- 182032

1002!

Est VoL (Inc. Bps. not shown) 1934 (3*7)
Previous days Open lA. 12466 (12533)

THREErMOKTH POOR FUTURES (MATff) (Preto tatertrentc tatared reto)

OKM Hign Law PIW.
9306 9132 9305 9302

Jec 9300 33.95 9309 9304
ear 94.40 94.47 94 38 9444
Jun 94 56 94 04 94.56 9400
Sep 94.59 94.64 94.56 8461

September
December
March
June
Esunased Mriums 45016 t Total Open Merest 180.454

9308 93.62 -006 3173 9302 - 78.523

9417 94.13 -0.01 9423 9*10 - 40080
9446 34.46 -001 8401 9445 - 24.111

9408 9406 -0 02 946* 9456 - 20.719
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CAC-40 HHUBES (MATff) Stock

Estimated vtouma 116500 1105122]
Previous day's open HL 556370 (541770)

Jura
July

August
September
Estimated volume 28,738 t fetal Open taetera 69.128

19330 1930.0 100 19*5.0 19290 - 29.779
19325 19270 100 19430 19260 - 14.829

19430 19380 VI00 19500 19*30 - 1020
18480 19480 203 19600 19480 - 16000

OydesitadB Batik Raxttle Sotottn Acc
30StVOarel>ltoe.ailttWGiaM. 0*1-2*87070
El 0.000- £23.999 i *30 IIS I 427 Or
mouj'^rsi *n air] *29| on
Crca000-n99.09a._l 427 130 I 4341 OO
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EURO-CURRENCY INTEREST RATES
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5«w-. Franc. — —
O-Mjrk.
FfBncn Franc

liakr Lkx

Morgan Guaranty cnanges: average
•J90- 1982=100. Bank of England (Base
Average 1985*1001 “Rates are tor Juno 21

Belgian Franc
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Aston SStoo—

.

OTHER CURRENCIES ItataguasB Ex.
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7 bays
aette

Ure
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Thru
Monte

Si
Haste

6*1-6
J.V - 2t3
4.’. - «A

12 - 10

7A - Gil

37
•Ja

-
7J»
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- 11^
12-11*1

«% - 57j
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7-67*

5»a - Sto

74, - TV
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3‘* - V*
11V - 11V
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6i - 6V
Sri -5A
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31* -32
8V - B*«

3V - 2V
llV - 11

1ZV - 11V
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a • 7V
3V -2^
itr{ - iov
12V - 11V

54i - 5ii
3*2 . lh
5-44,
8V 6V

XV
64. -6V
tth -9V
6*2 6V
3V - 3A

Jun 22 £ S

Atflsnlaa -
Australia ...

1-4835 - 1.4650

2.1595 - 2.1715
00985 - 69995
1 <605 - 1.4615

FWand
Cnaxta
Itong Kong

.

8-3260 - 80765
336000 - 3*5850
11.4980 - 1 10085

50125 - 50325
228075 - 232085
77405 - 77415

hmaatStij „
Kireau

UnsmOouig
Uriaysla —
Uataca

NJeatana -
Saudi Ai ...

5*BWni ~
SAI (Cmj _
S/7(Fnf —
TriMfl—
UAE

1 18630 - 1205.40

044700 (L*4800
5100 51.70

18385 - 30455
45220 - 4 6250
2.7435 - 27*75
55640 - 50750
24275 - 24335
40900 - 48905
702S5 - 70415
3640 - 3655

5.4505 - 64830

80020 • 80660
aaosai - 000200
3400 - 3500
7TO1 - J

11115 - 3.1135
1.8410 - 10495
374B5 - 17505
10350 10360
32875 - 12895
4 7300 - 4.7400
2505- 2505
38715 - 16735

Ung mi Bndci&x tm yem *,',-*i pa cat Bm
SiVSi, pw cat noHura sun ton ram m cfl tor

One
Tte

553 - SU
JW

rn t%-4^ pa can; tu yen SU-y* pa
Mar ml Japums Tea; an too «9jf

ceraSrawn

EXCHANGE CROSS RATES
DM Tan F ft. 5 Fr. NR. Lira CJ 8 Fr. Pto. Ecu

E 1 1.478 2006 1840 8.435 2035 2010 1087 5105 1910 1077
S 0677 1 1087 It 1.3 5.707 1.512 1001 1531 1077 3405 15HL2 0064

DM 0JB9 6589 1 65.59 1383 0081 1.IZ0 8023 0.752 2059 76.18 0009
rut 6079 6985 1505 100a blJW 1369 1708 13757 11.47 3140 1161 7.763
FFr. M86 1.752 2.973 1950 10. 2850 1331 2883 2237
8 Fr. 6447 0081 1.122 7160 1774 1 1JZS7 1013 6844 23 U 85.46 0071
NH. 0.35B
Ura 0.4*2

CS 0.530
Fr. 1036

Pta 0024
Em 0.783

0536 0893 5804
0653 1.106 72.69

a/83 1029 87.18
2.862 4056 3185
a774 1-313 86.13
1.157 1064 1260

3.002 0.705
1727 8988
4.470 1.184

16.33 4.327 5440
4.416 1.170 1.471

6005 1.760 2-200

1

1-242

1.489

8050
iooa
(199
4381
1185
1772

0072
0834

1

3.653
0088

18.38 6707
22.82 84.40

0.454
0 564

2707 1010 0677
100. 3890 2472
27.04 100. 0689

1.478 4045 1408 1.

Yen per 1000 French Fr. pt» 10: Lira per UXB: Belgton Fr. Hr too Peseto per 100.

Sep 9305 9199
Low

9148
Ptbu.

9302
Dec 9104 8307 8309 MW
Mar 94.19 9406 94.16 94.16
Jun 9403 04.30 94.17 94.19

Esaouted volume 4221 (3GS2)
Previous day's open mt. 22202 00953)

June 116-06 116.02 -006 116.16

EsttmatEd votame 3,9*6 t Total open merest 15,1*1

11506 3008

Coafedenflaa Bank UnRed
RaMinaAttMime.SSTMl

,
0*39

1

BUtamuecsaiH.l ass iar / orle-em
Mroy tac (2SJKK)- I 050 C87 «JOj
nrRMivrenjw* .1 aoo 450

[
aool

. sMMtacvtfjno«-LA«i... -455.1 . .ia

OPTION ON LONO-TERM RBKH BOND (MA31F)

The Co-opeiatlre Bank
mnniUKl -Btaimiriui I nnm
IESSA I 500

THBEE MONTH EURO SWSS FfUUIC

SFR Ira potato 01 106%

CN»a Meta Low Pm.
Sep 95 48 9502 95 45 9502
Dec 95.74 05.75 8SJ2 95.75
Mar 95.89 9509 9607 9500
Jun 9509 9509 9508 95.90

Strike July September December Mr
Pub

Septtmtter
117 - 207 - 0.18
118 106 100 1-78 m 035
119 0.33 0.93 1.19 0.06 0.69
120 acts 0.48 079 - -

121 - 021 000 - -

Open mt 24,102 141081 32.468 32023 143,909
Estimated rotama 53092 t Total Open Interest 431,687
t AD YMd 6 Open talma Houres m lor the previous day.

24,819

thtteri Domtalm Tnttl Ltd
pg BremreSysi n—ihn acua aoniMii

^525 30*1 SJSl >
&O0LU

.pft-ivam

I 1ST US
WflUm That Ace

sijno-.-

J. KaBryScfmxter
ttnCtawdaLUiuM

assasusssr"

WhabkdMSSauHi West RraacfiPUS
H*IH»pM9«Llnnta«fC1 704

NurttOanta I Si
,an-a»9*as
I soil <to

A'-.H

dies. Bare: Cuie*rae rato to Waal reytoto. a*
Hip arato to tie Mala to-toucmMm to*
tab Htot to rearatpnMt tolasBaMg torratodm toUtarma lu emCAt tiratoi rantaj
me acawnt to vjvpmeAei to Mml me mer. pan
am a a. toumU tariUM 1

. HCefveiaq
emiiMmittndUetoiuMt

Estimated volume 5438 (9739)
Previous rays open Int 36764 (35803)

THREE MONTH 6UMURA BT. RATE
UBA I.OOOC potato to 11%

dose Htan
90.75

Low ftev.
Sep 9066 9005 9009
Oec 90 99 9109 90.97 8102
Mar 9104 9101 8100 9104
Jun 91.30 9108 8109 9108

BASE LENDING RATES

Estonatod rehime 9772 (9564)
Pmvtoue da/e Open InL 67636 (6*431)

FT-SE 100 PBEX

S«P
Ok

Ckue Htati Low ftev.
2923.0 2641.0 2920.0 2930.0
29420 29430 2943.5 2948.0

Eadmtoad votame 9310 (11264)
Previous days open tat. 44072 (41728)

* Consaca aaded on AFT. Chang prim thorn.

POUND - DOLLAR

FT FORM EXCHANGE RATES

Adam & Company 6

Afiod Treat Bank — 8
AIBBank 6

toHeniyAnsboctar 6
B & C Merchant Bar* _ 13

BankorBnoda 8
Banco BSbao Vtzcaya~ 6

Bank of Cyprus .6
BankotMand 8
Bank ot India 6
Barfc of Satoand —

8

Barclays Bar*..- _6
BrttBkafMUEaa -6

•Britain SKpiey 6
CLBankNederiand 6
CtobankNA—... 6
Ciy Merchants Bar* .

6

Oydasdata Baric „6
The CooporaSw Bank _0
Coutts&Co 6
CrnstLyonnate 6

Cyprus Popular Bar*—6
ftnean Laurie 6
Equrioriri Baric pic _...6
Exeter Boric Limted 7
Rnandal 8 Got Bank _ 7

•Hobart Fleming & CD —6
Girobank 6

•CUnness Mahon. 6

Hritib Bank M3 2krtft -6
•HombtosBank 6
Hakabie & Gtoi tav Bk 6

•Hi SamueL. ...... 6

G Horae & Co „a
Hongkong & Dian^nL 6
Jritan Hodge Bank— 6

•Leopold Joseph & Bono 6

Lloyds Bank 6
Mayra) Bank Ltd 6
McOonneO Douglas Bk. 8
MWand Baric 6

Mount Banking. 6
NaftVesttvnster 6
Nytosfl Mortgage Bnk 80

•HaaBralhani 8
Ftataregha Bank Ltd ...8
Royal Bft ot Scotland __6

•Sitoh&VWnranSaoa.S

Standard Chartwad 8
TSB 8
Uhbankplc. 8

•UritedBkotNuwao 8

Urtty That Bank Pic... 6
Western Tiuto 8
WMeawayLatdaw 6
WSrntt©donSS»iWasL7
Voikshira Bank 6
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MONEY MARKETS

More speculation
FT LONDON INTERBANK FIXING

111-00 ejn. June 22) 3 montow US detoars,

W 3A offer 3&

EXPECTATIONS about a cut
in UK interest rates failed to

disappear yesterday, despite
better than expected data
about the state of the economy
in the first quarter, unites Peter
Marsh.
The speculation about a cut

in bank base rates, now at 6
per cent, has been fuelled
partly by the fragile economic
conditions in much of Europe.
It has been aided by the racing
this week in borrowing rates

elsewhere on the continent.
The signs of weakening

demand, especially in Ger-
many, has led to worries that
any UK recovery may be held

back by reduced activity on
export markets.
On the UK money market,

the three-month interbank rate

was quoted last night at about

5j£ per cent, slightly down on
the 5% per cent figure the pre-

vious evening.

Signs that investors were
looking for a cut in base rates

were confirmed by changes in

the sterling futures market,
where buying of the December
contract pushed this to a close

of 94.32.

The figures for gross domes-
tic pruduct published yester-

day by the UK government bad
tittle impact on investor senti-

ment This was on the grounds

that they related to the first

quarter. Since then, economic
conditions in the rest of

Europe have deteriorated.

6 monttia US Dollars

bkl 3*» olfur 313

underlining the view that a
further cut in UK interest rates

may be needed to consolidate

any upturn.

The Irish central bank yes-

terday cut its key interest rates

by 0.26 percentage points,
reducing its short-term facility

rate to 7.75 per cent, and the
overnight deposit rate to 4.5

per cent The move followed
Monday’s interest rate cuts in

France, Belgium, Netherlands
and Portugal.

In Germany, Mr Hans Tlet-

meyer, the Bundesbank’s dep-
uty president, held out the
prospect of further cuts in Ger-
man interest rates. He said the

bank would cautiously review
further possibilities for easing
borrowing conditions, but
would continue to be guided by
developments in MB money
supply.

Spanish interest rates might
come down soon, Mr Luis
Angel Rojo, the governor of the

Bank of Spain, signalled yes-

terday. But he warned the pace

of any movement would be
conditioned by success in
reducing inflation. In London
the Bank of England provided
the UK money market with
around £500m of late, unspecif-

ied assistance, bringing total

help for the day to £L39bn.

Most Dutch money market
rates eased slightly In quiet

trade after the central bank
lowered the special advances

rate on Monday.
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OF THE FINANCIAL TIMES?
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cations from a European perspective. In fact you'll find far more than finance in the FT.
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senior European businessmen and women as any uther international newspaper.*

Make sure you're one of them by getting your own copy of the newspaper
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30 2ft Duten40O 200 70
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11% CnenwK
23 Cartel

^ 12% CunftaQ
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25% 22CartrVW 142 80 14 276 22% 22% 22%
34% 26% CwdrlSV 102 SI 16 1333 31% 31% 31%
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34% Z7% Dousiaa 000 001061419 33% 32% 32%
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7EmptD4JS 047 60 4 7% 7% 7%
_ j&udroOta 108 17 17 45 22% 22% 22%
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0% 7$ dgna Hlx 090100 852

S agCterpta 2/8 50 16 149
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13 7% Estates

30% 26% BbyiQap
11% 9$EUopaFd
19 17% Enter
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7% ft CotonUI 072 10.1 39 7%
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5ft 50% CPW4.1B 4.15 7/
97% BBCPwr7.*5 7/5 70
99% B7CMP708 706 70
18% 8% ContMarSc

50% 44$ GudSkP) 375 70

102 30 23 987 52%
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Fresh round of profit

warnings flatten Dow
Dollar, interest rate hopes lift

Wall Street

A fresh round of profits warn-

ings from major corporations

left US stock prices flat or
lower yesterday, writes Patrick

Harverson in New York.

At 1pm, the Dow Jones

Industrial Average was 14.39

lower at 3,496.43. The more
broadly-based Stan-
dard & Poor's 500 was down
0.68 at 445.54, while the Amex
composite was 0.99 lower at

435.67 and the Nasdaq compos-

ite down 0.98 at 687.76. Trading
volume on the NYSE was 149m
shares by 1 pm.

In recent weeks a string of

big companies have issued
warnings unexpectedly about
their immediate earnings pros-

pects, many of them the result

of disappointing sales. Addi-
tionally, some have said that

they believe future business
conditions will be less favoura-

ble than originally expected.

Taken with recent data
which has shown a struggling
economy, the spate of corpo-

rate profits warnings suggests

that the outlook for stock
prices may not be as bright as

it appeared at the start of the

year, when economic growth

was accelerating sharply and
profits Improving substan-

tially. Consequently, Investors

fear that equities may have to

give back some of the gains of

this year before valuations

return to more justifiable lev-

els.

Among the latest companies

to issue downbeat earnings

prospects were Kmart and
Chemical Waste Management.
Kmart, the country’s second
largest retailer, fell $1% to

$20% (a new 52-week low) in

volume of 2L9m shares after the

company’s management
warned that, because of poor

recent retail sales, its second
quarter earnings would come
in significantly below the 37
cents a share it reported a year
ago.

The news from Kmart hit

other retail stocks. Wal-Mart
fell $% to $24%, JC Penney
tumbled $1% to $44, Gap Stores

dropped $1 to $30%, The Lim-
ited gave up Si at £21% and
Federated Department Stores

eased $% to £21%.
Chemical Waste Manage-

ment fell £1% to $9% In volume
of 1.5m shares after the com-
pany said that it expects to

report second quarter earnings
well below those achieved in

1992. WMX, Chemical Waste's

parent, which also said that its

earnings would be below the

previous year's level, fall $1%
to £33%.

Tambrands continued to be
buoyed up by hopes that man-
agement will find a buyer far

the company; it rose another

$% to $46%.

News of a fresh round of

price cuts in the long-running

air fare war depressed airline

stocks.

AMR, parent of American
Airlines, fell £1% to £60%, UAL
gave up $1% at $119%, USAir
eased $% to £15%, and Delta

slipped £% to $47%.

On the Nasdaq market tech-

nology issues continued to

decline, with Novell dropping

£1% to £24% and Microsoft fall-

ing $1% to £87%.

Canada

TORONTO edged ahead in

active trading and by noon, the

TSE 300 index was 9.12 higher

at 3331.55 with many investors

expecting a move by the Bank
of Canada later in the day to

cut its key lending rate.

Among actively traded
issues, Hollinger rose C$% to

C$13%.

THE HIGHER dollar and
interest rate hopes gave
bourses a modicum of lift,

writes Our Markets Staff.

FRANKFURT retained the

late gains it saw on Monday,

the DAX index closing 8.16

higher at 1,698.08 in turnover

up from DM68bn to DM73bn.

The stronger dollar was
advanced as one reason, the

other being hopes of a key
interest rate cut in nine days’

time. As on Monday, share

prices seemed to be prepared to

act on the first theory, but not

on the second.

Banks were subdued, but the

export-sensitive automotive

industry stayed strong. BMW
rose another DM6.50 to

DM50130, the tyremaker, Con-
tinental, rose DM830 to DM218
ami the truckmaker and engi-

neer, MAN, was DM830 better

at DM283.
Mr Harry Jaarsma of Dresd-

ner in Frankfurt said that

MAN bad been depressed, that

there had been news of
improved tax treatment for the
haulage industry, and that the

latest figures for truck produc-
tion and sales showed minor
indications that the sector was
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that another bank had recom-

mended Conti.

In chemicals, Hoechst out-

performed with a gain, of

DM530 at DM25330. The mar-

ket thought that Rhone Poul-

enc’s sale of 35 per cent in

Roussel Uclaf would give

Hoechst more effect control of

the pharmaceuticals and bio-

science company.
PARIS posted its third con-

secutive gain ahead of today’s

end of the June account, the

CAC 40 index closing 6.11

higher at 1,935.28. Turnover
was active at FFr3.6bn, np
from FFr2.65bn cm Monday.
The gains followed Monday’s

quarter-point interest rate cut

by the Bank of France. Interest

with Suez up FFr5.50 to

FFr30730 and Paribas FFr830

better at FFr40430.
Meanwhile, the rise in the

dollar continued to lift cych-

cals with Saint Gbbain FFr8.70

higher at FFr491, and Peugeot

FFr10 higher at FFr540 in

advance of today's agm.
MILAN made a positive start

before investors were given,

pause by news that the govern-

ment had called a confidence

vote for later in the week.

Trading quickly picked up
again on the view that Prime
Minister Carlo Azegikm dam-
pi's two month old administra-

tion was not at risk. The
strength of the lira, together

with hopes of lower rates In

Europe, provided some impe-

tus as the Comit index rose

238 to 52738. ,

Fiat stayed at the centre of

attention, on renewed specula-

tion about an international

accord or asset sale,. The

shares shed L99 to fix at 13,091

before picking up to 13,200 on

the kerb as Mr Umberto

Agnelli, the vice chairman,

denied that negotiations were

under way to sell Toro Assl-

curaziom, or La Rmascente.

Ferruzzi continued under

pressure, losing L49.40 or S3

per cent to L55L6Q. Montedi-

son, seen by analysts as better

placed to ride out the debt cri-

sis, slipped L20 to fix at L874,

before L855 after hours.

ZURICH finished ahead, but

off the day’s highs, with prices

supported by a lack of sellers,

firmer bonds and the positive

trend in other European
bourses. The SMI index rose 5.6

to a second consecutive
all-time high of 2335.0.

In a firmer chemicals sector,

Sandoz bearers rose SFr35 to

SFr3,350n on news that a US
study had concluded that one

of the group's schizophrenia

drugs significantly cut the

time that chronically ill

patients needed to remain 'in

hospital
AMSTERDAM overcame

technical problems:, which
halted trading far more than

two hours and the CBS-Ten.

dency indmt rose 939 to U130
in response to the firmer dblklr

and the outlook far tower inter-

est rates. :
:

Unilever added FI 3.M to .

FI 20430 in continued response

to a series of upbeat investor

presentations last week.

MADRID talked of Interest-

rate cuts as the general index-

rose 1.26 to 264.92. Utilities

gained most from the specula- 4
tton, .

Sevtllana rising jptall to f
PtaSOl.

STOCKHOLM was enlivened

by strong fordgntal. demand
for Ericcson ' although

; the

Affirsvariden general index
closed unchanged at 1,0758. .

Ericcson B shares roseiSKrio

to a record SKi332 as ihegroup
continued its series of new
order announcements with
news of a mobile network for

Japan.
ATHENS extended -this

month’s gains, the general
index rising 635 to 77633.
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ASIA PACIFIC

Foreign demand helps Nikkei recoup losses

Well-heeled Palestinians

boost equities in Amman
James Whittington on share price growth in Jordan

Tokyo

A lthough Jordan has
one of the smallest
economies in the Arab

world (GDP Last year was
$4.8bn at current producer
prices), its stock market is

one of the most developed and
profitable.

Buoyed by real GDP growth
of II per cent last year and the
arrival of around 300,000.

mostly well-heeled. Palestin-
ians from the Gulf, the Amman
Financial Market (AFM)
climbed by nearly 30 per cent
in 1992, making it one of the
fastest growing emerging mar-
kets in the world.
With 120 listed companies,

the ATM’s equity market capi-

talisation stands at around
JD3bn. This year, its general
share price index had risen by
a further 26 per cent to 16434
by yesterday, making a gain of
nearly two-thirds since it was
based at 100 in December 199L
Stock market turnover, since

January 1, had risen to
JD460.5m by mid-June, up 26
per cent from JD370.9m in the
same period last year. And, on
the basis of earnings so far in

1993, the market is selling on a
price/eamings ratio (p/e) of 20.

Trading has been prolific

this year, with daily volumes
running well above levels pre-
viously seen. In May the share
price index advanced by 9.7 per
cent, and on certain days in
June the value of trade peaked
at as much as JD16m compared
with a daily average of JD6m
in May.

Last week the central bank
was forced to reduce credit to

speculators in an attempt to

cool down the bullish bourse.
But this has done little to

diminish growing enthusiasm
in the market
Although the government

and its agencies own substan-
tial stakes in many Jordanian
companies, particularly in

tourism and the minerals sec-

tor, the Amman market still

has a relatively large float.

Approximately one-half of the
total market is available for

trading, and it is estimated
that more than 100,000 Jordan-
ians are active in the stock
market, a higher number than
in any other Arab country.

Non-Arab foreign Investors

have to obtain appproval from
the government before trading

Jordan

Inrflcas rebased

160 Amman
financM Maritcft

1992

Source; Oateatream

(a formality which should nor-

mally take no more than a few
days through a Vocal broker).

Then their only restriction, at
the moment, is that foreigners

are not allowed to own more
than 49 per cent of most busi-
nesses. Capital and dividends
can be repatriated through a
bank as long as foreign cur-

rency brought in was declared
for the original investment.
The market's success is a

flattering reflection of the
country’s economic fortunes.
In spite of the cataclysmic
events in 1989, when the Jorda-
nian dinar was forced to
devalue by 45 per cent, and in

1990 at the initial stages of an
International Monetary Fund
adjustment programme when
Iraq invaded Kuwait, the king-
dom's economy has bounced
back to achieve record growth
rates.

The Gulf returnees brought

with them an estimated SlJftra

which fuelled a major con-
struction boom in the kingdom
and increased liquidity. Fat
corporate profits in many sec-

tors last year, particularly

banking, buoyed confidence in

the market. And stockbrokers

say optimism over the Middle
East peace talks is also encour-
aging investment.

In light of the recent spate of

market activity, however,
there are fears in some quar-

ters that certain shares are
overvalued. Mr Saed Nabulsi,

Jordan's central bank gover-

nor, says he is worried about
the level of equity apprecia-

tion, especially with shares in

the services and industry sec-

tor. And there is concern that

the market euphoria is cur-
rently driven by short term
investors with hit-and-run tac-

tics. But Mr Umayya Toukan,
the AFM's director general,
claims he is happy with the
overall p/e of 20 in comparison
with other markets worldwide.

A daily price ceiling of plus

or minus 5 per cent currently
operates on individual shares
as a market stabiliser.

Whatever the outcome of the
market's present apparent
overheating, the AFM does
seem to have a bright future.

T he Jordanian dinar has

been stable at its pres-

ent level for the past 30
months or more (£1:JD0.689);

GDP is predicted to grow
steadily- by around 5 per cent
for the next few years; and as
business confidence becomes
the norm, Jordan can expect to

see the steady trickle of repa-

triations increase. Estimates of

funds held by Jor-
danians overseas range from
£5bn to SlObn.

Moreover, given a peace set-

tlement with Israel or a lifting

of sanctions on Iraq, then Jor-

dan could become another
Singapore in the desert

PUBLIC fund and arbitrage

related buying supported share

prices and the Nikkei average
recouped a part of Monday's
fall, as an expected rush of sell-

ing by investors failed to mate-
rialise, writes Emiko Terasono
in Tokyo.

The Nikkei, which lost 3 per

cent ou Monday on political

uncertainty, recovered 32537,
or 1.7 per cent, to 19.538.30. It

weakened to the day’s low of

19,141.05 at the beginning of

the session, but rose steadily

during the rest of the session,

hitting a high of 19,61932 some
15 minutes before the dose.
Volume remained almost

at, at 350m shares against
351.1m. Advances led falls by
787 to 237, with 108 issues
unchanged. The TOpix index of

all first section stocks rose
for tiie first time in seven trad-

ing days, gaining 24.10 at
1,555.38. In London the ISE/
Nikkei 50 index was 0.87 firmer
at 1,19331-

Traders said investors had
recovered from the initial

shock of the split within the
ruling Liberal Democratic
party. "It is an uncertainty,

but not a threat to the mar-
ket," said Mr Chris Newton at
James Capel. Foreigners were
seen buying stock futures on
the Singapore market, trigger-

ing arbitrage related buying.
However, Baring Securities

said activity was not expected
to pick up substantially ahead
of the parliamentary elections

on July 18.

Meanwhile, the yen contin-

ued to weaken against the dol-

lar. Bond yields rose by 0.06

percentage points to 4.465 per
cent, as the fall in the Japa-
nese currency undermined
hopes of an imminent cut in

the official discount rate.

Stocks which lost ground on
Monday on margin related sell-

ing recovered. Nippon Tele-

graph and Telephone rallied

Y24.000 to ¥855,000 and NEC
rose Y24 to Y93L
Semiconductor manufactur-

ing equipment makers gained

ground on hopes, prompted by
newspaper forecasts, of an
earnings recovery. Nikon
advanced Y35 to Y948 and
Tokyo Electron Y60 to Y2.700.

Large-capital issues were
higher on short-covering. Nip-

pon Steel put on Y4 at Y366
while Mitsubishi Heavy Indus-

tries rose Y20 to Y648.
The real estate sector posted

the strongest performance,
climbing 4.3 per cent on
reports of a 78.7 per emit rise in

individual applications for
Housing Loan Corporation
loans for May. Mitsui Fudosan
added Y50 at Y1330 and Mitsu-

bishi Estate Y52 at YIJMO.
In Osaka, the OSE average

ended 341.69 ahead at 2130933
in volume of 30.6m shares.

Roundup

PACIFIC Rim markets turned

in Tnirari paformances.
HONG KONG benefited from

better than expected results of
a government land auction and
improved perceptions of talks

at the Sino-British Joint
Liaison Group. The Hang Seng
index advanced 43.15 to

7.046.73.

Hong Kong Worsted Mills,

target of a takeover bid by a
state-owned Chinese company,
jumped HK£5.60, or 59 per cent,

to HKS15.10 as trade resumed
after its suspension on June 17.

Miramar
, the hotel group,

was unchanged at HK£16.20.
Cheung Kong, which has
joined Citic Pacific in a bid for

Miramar, fell 30 cents to
HKS2684 while Citic was up 10

cents to HKS1&94
SINGAPORE fan across the

board on institutional selling

and the Straits Times Indus-

trial index dipped 3L81, or 1.75

per cent, to 1,787.68.

AUSTRALIA saw profit-

taking in blue chips, which left

the All Ordinaries index 9.9

lower at 1,716.7 in lacklustre

trading ahead of the end of the

financial year on June 30.

BHP fell 20 cents to AJ1330
and dragged the market lower,

following reports that it plans

to expand its mineral division.
KUALA LUMPUR lost part erf

an early gain on profit-taking,

with investors cautious about
the market's direction after

last week’s downward correc-

tion. The composite index
ended a net 10.29 higher at

72436.

TAIWAN reversed small
early advances to dose easier

as turnover sank to its lowest
level since January. The
weighted index, winch was up
about 14 points in early trade,

finished 1L88 down at 4362.49.

SEOUL saw demand by indi-

vidual Investors for large capi-

talisation shares and the com-
posite index moved forward
436 to 77032.
Market rumours of a scrip

issue helped Daewoo. Heavy
Industries to gain WonTDO but

an immediate denial by the
company pared the advance to

Won300 and the shares closed

at Wonl8,400.

BANGKOK found demand
from individual and Institu-

tional investors, which took a
the SET index 1539, or L76 per .

cent, higher to 90333, Its- first

dose above the 900 level for

two months.
COLOMBO continued to rise,

the CSE all-share index adding

435 at 619.14 in turnover which
swelled to Rpl35.7m from Mon-
day’s Rp683m. KARACHI fin-

ished higher on heavy foreign

buying of financials, polyesters

and chemicals
,
ahd the KSE

index rose 9.45 to L23531.
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The Euromarkets are highly contested In

all fields and therefore very efficient. This

was illustrated once again during the turbu-

lent months marked by the upheavals in the

European monetary system.

This is the mainspring of DGZ Inter-

national's success. The results of our 1992

business year offer ample proof: Business

volume rose toDM 8.6 billion. The focuswas

on interbank business, but non-bank clients

Business Year 1992

SOUTH AFRICA
GOLD shares ended easier in

line with the softer bullion
price. The golds index fell 32
to 1,718, but industrials rose
17 to 4,676. The overall index
was 6 lower at 4,005. De Beers
lost 50 cents to R77.50 and
Anglos shed R1.25 to R135.50.
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PROFESSIONALISM
AND

RELIABILITY

To operate successfully in this environ-

ment - particularly in the long run - a bank

has to provide state-of-the-art sen/ices.

Moreover, professional and reliable person-

nel is a must. Our clients can draw on these

also played an increasingly important role

as depositors and borrowers. In addition,we
expanded our lending activities to public-

sector borrowers. Interest and commission

income amounted to DM 49 million.

resources, benefiting as well from the well

established base of mutual confidence.

A copy of our annual report is available

upon request.

Financial Highfights (DM million) 1992 1991

Total Assets
8,298 7,609

Balances with Banks
4,050 4,543

Advances to Customers
3/H73 2.278

Securities
576 605

Liabilities to Banks
3,921 3,884

Other liabilities

3,047 2,437
Capital and Reserves

194 189
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Community decides it is time to roll up its sleeves
•/ rightly regard the treaty’s forma]

A GAINST every expectation, the

European Community this week

passed a fundamental watershed in

its history, with the decision to provide

men and money to defend Moslem safe

havens in Bosnia.

We do not yet know in detail how the

Copenhagen declaration will work out in

practice.' the real decision to send troops

rsj\ only be takpn individually by each

member state. But the fundamental prece-

dent is that the EC has for the first time

moved beyond its traditional penchant for

terming wishy-washy expressions of opin-

ion on difficult foreign policy issues, to a

commitment to action.

[n effect, the Community appears to

have accepted that Bosnia is a European

responsibility. In Resolution 836, the

United Nations Security Council voted for

the establishment of safe havens in Bos-

nia; but it did not vote the provision of

troops to implement the policy.

Then, Nato ministers met and said the

organisation would implement the policy;

but they did uot offer to provide the troops

required to do so. The European Commu-

Ian Davidson sees the acceptance by the Twelve that they must take

responsibility in Bosnia as a foreign policy watershed for the bC

nity has not formally decided on the send-

ing of troops; that would be beyond its

power. But it is now politically committed

to the end result This is a new situation.

Sceptics wfl] assume that this week's
declaration will prove to go beyond what
the Community can deliver. Britain
already has a significant contingent in
Bosnia, but yesterday the UK government
declared it would send no more men. The
Germans claim to be inhibited by their

constitution from sending troops. The
French already have the largest military

force in ex-Yugoslavia, and will be reluc-

tant to send more.
Mr Felipe Gonzalez, the Spanish prime

minister, said Madrid would not add to the

1,200 troops it has in Bosnia. Mr Boutros
Boutros Ghali, UN secretary general, has
indicated that he would not welcome the

deployment of troops from Italy. Greece

has Mid that, as a neighbour of the former

Yugoslavia, it is inhibited by UN rules

from sending troops.

So. if all these Community countries do

not provide the forces, it is not obvious

which of the other six will be ready to

come up with the 7.500 men needed to

defend the safe havens.

And yet, in one way or another, the

Bosnian tragedy and the European Com-
munity have both crossed some kind of

Rubicon. 'The choice in Bosnia has become
quite stark; either the Community will

mobilise, by itself or with others, the

troops necessary to defend the safe

havens; or else it will be driven back on to

the strategy preferred by President Bill

Clinton, to lift the arms embargo and
(probably) start bombing the Serbs.

Yesterday, indeed, under pressure from

Mr Clinton, Chancellor Helmut Kohl aero-

ally started canvassing bis Community

colleagues with the case for the preferred

US policy. In the event, his canvassing

backfired, because President Francois Mit-

terrand succeeded in persuading his part-

ners that the EC must not only stand by

its agreed safe havens policy, but must

tafrp the practical steps to implement lt.

Those two alternative options remain;

but in effect the Community has moved

into point position for determining which

of tihem is activated- If the Twelve succeed

in mustering the minimum forces

required, they will be responsible for the

military enforcement of a ceasefire and a

negotiation; and they may find themselves

inextricably embroiled in a conflict which

may yet demand farther troop reinforce-

ments for- an indeterminate period.

If they foil to muster the minimum force

required, the Community’s pretensions

will be immediately exposed, and they will

be forced to switch track.

This choice win have to be faced very

quickly, such is the precarfousness of the

situation in fywnia According to the Dan-

ish president of this week's summit, prime
mfnigtAT Paul Rasmussen, the decisions

will have to be tairen in days rather than

It is quite difficult to understand how
we got here. The Community is manifestly

Hi-equipped for handling any kind of oper-

ational foreign policy, let alone the mili-

tary containment of a foreign war. The

Maastricht treaty claims to aim at the

eventual development of a common for-

eign and security policy; but most people

Major
enjoys a
minor
triumph
By Philip Stephens, Political

Editor, in Copenhagen

THIS WAS not a summit that

settled anything. But from Mr
John Major’s perspective that

perhaps was no bad thing.

With the final act of the

Maastricht drama now draw-

ing to a close in the UK parlia-

ment, the prime minister had

two well-defined objectives.

The first was to persuade
sceptical European counter-

parts that Britain - stranded
outside the ERM, dismissive of

Emu and disparaging of the

social chapter - can still make
a significant contribution to

the debate on Europe's future.

The second, and more imme-
diate, aim was to persuade a

rather different brand of scep-

tic in his own Conservative
party - the Europhobes - that

he is being listened to, that

Europe might yet forsake its

obsession with internal insti-

tutional change in favour of a
liberal, free-market outward-
looking agenda.
Mr Major half-succeeded.

Copenhagen provided the evi-

dence of post-Maastricht
exhaustion among Europe's
leaders.

British officials could claim
that federalism was a word
scarcely uttered at the summit
table. "Reality has broken in,”

declared Mr Major. With 17m
unemployed across the Com-
munity and the total rising

there was grudging admission
that the biggest challenge fac-

ing Europe was to reverse the
decline in its competitiveness.
But his partners still cannot

understand his antagonism to

the social dimension and are
less than amused by UK boasts
that its more flexible labour
market acts as a magnet for

inward Investment
The realities, though, or

large budget deficits, of inexo-
rable increases in social secu-

rity budgets and of rising job-

less totals have bad an impact
Mr Major still faces battles
over several planned direc-

tives, the part-time work and
young persons employment
proposals among them. But it

was hard to detect any enthu-
siasm for another wave of
social harmonisation.
With the Dutch, the Spanish,

the Portuguese and one or two
others ready to use phrases
like “flexible labour markets”
and “social priorities", Mr
Major claimed tbe summit
marked a breakthrough.
He did not agree with the

prescription of some of his

partners for restoring
Europe’s ailing economies, but

at least the Community had.
agreed on the need to confront

the hard realities. It was now
"addressing today's needs and
not tomorrow’s dreams".
There was hyberbole in much
of this. At these summits
Britain still looks the reluc-

tant partner. But Mr Major
played his cards well. He has

had much worse summits.

EC fears grow
on high cost of

creating jobs
By David Gardner
m Copenhagen

THE summit revealed that

there is a consensus emerging
among the Twelve that the
cost of creating jobs in the

Community is too high, and
that Europe’s competitiveness

is suffering so badly that it is

in danger of exporting jobs
rather than goods.

But there is little to indicate

that governments are prepar-

ing to tear down Europe's tra-

ditional welfare systems. In
spite of British crowing that
the debate is moving "inexora-

bly in the direction we have
been advocating for some
time," as Mr John Major, the
UK prime minister, concluded,

Britain's partners are not
about to rip up the ECs social

charter.

“No monster or dragon has
been slain by the British dele-

gation,” insisted a senior Euro-

pean Commission official,

Mr Poul Nyrup Rasmussen, the
social democrat prime minister

of Denmark who chaired the

summi t, went out of his way to

stress that the 12 had begun a
debate on jobs and competi-
tiveness “without questioning

the basic principles of our
social welfare system.”

But what has started is a
radical rethink on labour costs

and flexibility, and on ways
the EC can regain competitive

advantage and restore growth.

This debate will certainly
reshape thinking on EC social

policy, a debate likely to be

complicated by sharp differ-

ences over whether the EC
should develop an industrial

strategy.

Behind the fuzzy outline of

Mr Deters' presentation on jobs

and competitiveness is the con-

viction that Europe cannot
compete with Japan and the

US, let alone, with eastern
Europe and China, simply by
driving down wage and non-
wage costs.

Part of Mr Delors' solution Is

that the EC must “trade up”
into ever higher added value
activity. This means much
more spending on infrastruc-

ture. research and develop-
ment and training.

Liberal member states, with

the UK in the vanguard, see a
disguised Industrial policy

behind such prescriptions,
which Mr Delors failed to

insert in the Maastricht treaty,

and in the seven-year EC
finance package agreed at the
Edinburgh summit
The UK has already objected

to Brussels plans to reform the

Ecu6bn (£4.7lbn) EC social
fund, by siphoning off funds
targeted on young and
long-term unemployed to allow

companies undergoing
restructuring to retrain their

workers.

Other parts of the Delors pre-

scription, like more spending
on active labour market poli-

cies, more job-sharing, and
switching taxes on labour to

eco-taxes on energy and natu-

ral resources, reflect a shift in

emphasis towards those with-

out jobs and away from setting

terms for those in work.

A green paper on the future

of social policy, due from the
Commission In the autumn,
will confirm the shift. But nei-

ther Brussels nor the UK’s
partners are likely to abandon
outstanding draft laws derived

from the Social Charter.

Mr Major singled out the
recently passed working time
directive, and Brussels propos-

als to protect part-time and
young workers and acquired
employment rights, as particu-

larly “muddle-headed med-
dling”, and argued that all pro-

posals should be screened for

their impact on costs and com-
petitiveness. This is likely to

happen more and more.
Despite the opt-out, the UK

has had to fight hard to dflnte

measures it abhors, like the
working time directive. It is

having to negotiate assidu-

ously on measures its partners

may introduce under the social

chapter.

Nevertheless the UK is right in

believing costs have moved up
the social agenda of afl its part-

ners. When the working time
directive was finalised this

month, a so-called no-regres-

sion clause - a pledge by the 11

not to use concessions
designed for the British to

backslide on their own work-
ing time conditions • was
struck out without demur.

European leaders line up for a "family photo" at the conclusion of the Copenhagen summit yesterday. Flanking Spain’s Felipe

Gonzdlez (centre) are Mr Anibal Cavaco Silva of Portugal (right) and Germany’s Chancellor Helmut Kohl

Refusal to attend peace talks puts

future of Izetbegovic in doubt
By Robert Mauthner,
Diplomatic Editor

MEMBERS of Bosnia’s
collective presidency will

attend peace talks in Geneva
today without their leader.

President Alija Izetbegovic,

after foiling to persuade him to

participate in the negotiations.

Bflr Izetbegovic's absence
reflects a serious split in the

presidency over whether pro-

posals put forward by the
Serbs and Croats for the cre-

ation of three ethnic mini-
states in Bosnia, linked only by
very loose confederal ties,

could serve as the basis of a
peace settlement

It is likely, sooner or later, to

lead to the replacement of Mr
Izetbegovic, whose term of
office in the rotating presi-

dency was extended last

December for the duration of

the war in Bosnia. However,
Mr Fikret Abdlc, a moderate
Moslem member of the presi-

dency, yesterday strongly
denied suggestions that he was
trying to unseat Mr Izetbe-

govic.

The leader of the Bosnian

Serb and Croat forces yesterday jointly attacked Konjic in

central Bosnia, according to Bosnian radio, Laura Sflber

reports from Belgrade. Bosnian radio appealed to the United

Nations to send food to nearly 60,000 people trapped in the

town. Mr Alija Izetbegovic, the Bosnian president, appealed

on radio to keep Bosnia as a "common homeland for Moslems
and Croats” and urged Croats to stay at home rather than
flee to Croat-held territory. In Gorazde, the last Moslem
stronghold in eastern Bosnia, a relitf convoy was finally

able to cross Serb lines into the UN-designated safe area.

Serbs had launched a month-long offensive cm Gorazde banning
passage of aid despite its protected status. Ten trucks carrying

80 tonnes of aid and their armoured escort were waved through
the besieging Bosnian Serb army’s front lines.

delegation at the Geneva talks

would be Mr Fraqjo Boras, a

Croat member of the presi-

dency, and not himself, Mr
Abdic said. “I do not want the

central Issue to be Mr Izetbe-

govic's replacement The cen-

tral issue is peace in Bosnia.”

Mr Izetbegovic flew straight

to Zagreb from Copenhagen on
Monday night after failing to

persuade European Commu-
nity leaders to support the lift-

ing of the United Nations
embargo on arms sales to Bos-
nia, in spite of West German
Chancellor Helmut Kohl's
backing for such a move.

By the time Mr Izetbegovic

arrived in tbe Croatian capital

the other eight members of the

presidency had already voted
7-1 in favour of participation in

the Geneva talks today. Only
vice president Ejup Ganic,
joined later by Mr Izetbegovic,

opposed such a step, and
refused to go.

The other members of the
Bosnian presidency, who have
been invited to the talks by
Lord Owen, one of the two
international mediators, are
joining. Serbian President
Slobodan Milosevic and Cro-
atian President Franjo Tudj-

man in Geneva to hear more
details of their proposals,

unveiled in outline last weds.

Mr Radovan Karadzic, the Bos-

nian Serb leader, ami Mr Mate
Boban, bis Croat opposite num-
ber, are also expected to attend

the talks.

Mr Tudjman has indicated
that the Serbian-Great propos-

als, due to be presented sepa-

rately but after coordination

of the two sides’ positions, win
consist of a division of Bosnia

into three largely homoge-
neous ethnic cantons, similar

to an earlier EC plan drawn up
by Mr Jos6 Cutfletro of Portu-

gal However, both tbe Bosnian
Moslem and Croatian parts of
the country would be divided

into two separate geographical
areas, making five regions alto-

gether.

The general assumption In
EC capitals is that, while the
Bosnian Serbs will have to

withdraw from some of the ter-

ritory occupied by them since
the outbreak of the conflict 14

months ago, they will not have
to give up as much as under
the now defunct Vance-Owen
plan.

rightly regard tbe treaty's formal provi-

sions with amused derision.

large countries like France and Britain

would prefer to cling nostalgically to

essentially national foreign policies, as

well as to their special privileges as

nuclear powers, even if they admit the

occasional case for “co-operation", small

countries like Denmark and Portugal

would rather not have any foreign policy

at aH It is difficult to imagine what pos-

sessed the Twelve collectively this .week,

to come out with a declaration , which

effectively commits them to common
action of the most demanding kfruL. *

No doubt it is partly a response to the

realisation that, cm this occasion and for

this problem, the Americans are simply

not going to folrg the lead, let alone take

charge. In other words. Bosnians in prac-

tice Europe’s problem; If the outside world

is to exert any effective influence cm it,

Europe must take the lead.

After so much savagery and so much
suffering in Europe’s back yard, this long-

delayed reaction of shame. dora not come
too soon.

States fail

to meet
ideal of

openness
By David Gardner

THE Twelve's proclaimed ideal

of a more open and account-

able Community made only

halting progress at the Copen-

hagen summit, disappointing
the Danish presidency, which
had championed the cause of

transparency and pioneered
the televising of parts of EC
Council of Ministers meetings.

.

.
The Conncil and the Euro-

pean Commission ..were

enjoined to put in place prom-
ised measures on access to EC
information add subsidiarity -

decision-making at the lowest

practicable level - by the end
of the year.

The Commission wants to

give the public right of access

to all EC' information, except

where commercial confidential-

ity, relations with non-EC
countries, privacy, monetary
stability or national security

would be endangered.
However, a row between the

member states and the Euro-

pean parliament over catego-

rising sensitive information,

and the lack of enthusiasm of

members such as the UK, Bel-

gium and Portugal on open-

ness, are holding up the much-
vaunted plan for "a Commu-
nity close to its citizens”.

Countries like the UK and
Germany are more interested

in subsidiarity, in devolving
rather than opening up EC
decision-making. “Nothing is

more dangerous for the image
of the EC than the impression
that it is encroaching on the

competence of member states,"

Mr Douglas Hurd, Britain's for-

eign minister, told the summit
The Commission is to com-

plete a review of 45,000 pages
of EC laws and regulations in

the light of subsidiarity by
December’s Brussels summit,
and won praise from the
Twelve for “submitting propos-
als only when it feels they ful-

fil the subsidiarity criteria".

But the commitment in the

summit’s conclusions to pro-

vide "the fullest possible
access to information” was the'

sort of compromise which
advertised that there is stiff a

'

long way to go before the EC
as a whole will accept much
closer scrutiny of its

operations.

EIB to receive new facility to help smaller businesses
By Lionel Barber
in Copenhagen

EC LEADERS yesterday
approved a new EcuSbn
(£2J35ba) soft-loan facility for

the European Investment Bank
to help small and medium-
sized businesses and to fund
road and transport projects in

Europe. It is an extension of an
Ecu5bn EIB credit line agreed

at last year’s Edinburgh sum-

mit. It will remain open
beyond 1994. providing an
interest rate subsidy of up to 3

per cent
The Copenhagen summit

also agreed that EC finance
ministers should study a Euro-
pean Commission proposal to

provide an Ecu5bn bridging
loan at market rates so that
states have more money to

spend on infrastructure. The
loan would be available until

the end of 1995, to be repaid
later from structural funds.

Commission officials
expressed satisfaction that
these short-term palliatives to
Europe's unemployment crisis

had won approval But UK offi-

cials predicted they would be
watered down in ministerial
meetings In the autumn.
Despite differences an how to

revive growth and unemploy-
ment, EC leaders issued a

strong call for a rapid lowering
of European interest rates.
They also gave a mandate to
Mr Jacques Delors, Commis-
sion president, to continue his
study on how to reverse
Europe's decline in competi-
tiveness.

Mr Delors will produce a
white paper in time for the
Brussels summit in December.
Meanwhile, member states will

submit ideas on how to cure

“Eurosclerosis" to the Commis-
sion before September L.

The Copenhagen summit sig-
nalled the opening shots in
what will be a divisive debate
on why Europe is failing to cre-

ate as many jobs as Asia and
the US. Britain is calling for a
fundamental rethink of the
EC's approach to job creation,
stressing more flexible labour
markets and lower social costs
for businesses: other EC states

are adamant that Europe’s
social net remain intact.

Some EC officials predict
that the Delors white paper
will be similar to that which
launched the single market in
1985, which drew up almost 300
directives or laws. The present
initiative is very different the
Commission's goal is to play a
co-ordinating role rather than
set detailed rules for member
states to act

Officials believe the EC
“umbrella" provides cover far

countries like Italy and Spain
to take unpopular measures;
but the opposite is true for the
UK, where industrialists and
politicians continue to jib at

what they view as unnecessary-
interference from Brussels.

Communique stresses unemployment and security issues
rue Mlnunrtn am aWrarhi Arm Hm nwmhcr StfataR to mMOTB confidence essential mta fn ho nlauarl Km# Hia minnl-tA m m. r- : L. ....THE (aUawitrg are extracts from the

final summit decimation:

The European Council gave spe-

cial attention to, on the one hand,

action aimed at tackling the eco-

nomic and social problems faced by

the Community and particularly the

unacceptably high level of unem-
ployment and, on the other hand, to

the wide range of issues relating to

peace and security in Europe.

Growth, competitiveness and
unemployment The European

Council is deeply concerned about

the present unemployment situation

and the grave dangers inherent in a

development where an Increasing

number of people in the Community

are becoming permanently detached

from the labour market The Euro-

pean Council pledged the determi-

nation of foe Community and its

member states to restore confidence

through the implementation of a

dear strategy - covering both foe

short term and medium-to-tong term

- to restore sustainable growth,

reinforce the competitiveness of

European Industry and reduce

unemployment

Monetary and exchange rate pol-

icy: The European Council agreed

on foe overriding Importance of

creating foe budgetary and eco-

nomic conditions for rapidly bringing

interest rates in Europe down,

thereby narrowing the existing gap

between Interest rates in Europeand

interest rates in other major indus-

trial countries.
,

The European Council recalled

that foe exchange rate policy of all

member states is a matter of com-

mon Interest It underlined “**

essential rote to be played by the
European Monetary Institute in this

area. It invited the Commission to

present proposals on all the nec-
essary Implementing measures relat-
ing to the second stage of economic
and monetary union, so that they
can be adopted by foe Council as
soon as possible after entry into
force of foe treaty and before 1
January 1994.

foe

Gatt: The European Council under-
lined the need for the Community to
continue to play an active part In
achieving further progress while
preserving foe European Identity
throughout the negotiations.
The European Council stressed

that It was essential to relaunch the
multilateral

. process in Geneva as
soon as possible on all topics,
including agriculture, In order to

complete a comprehensive, durable
and balanced agreement before foe
end of the year.

Early identification of foe main ele-
ments of a large market access
component and real progress on
services and intellectual property,
including contributions from all Git
partners, would help to maintain
momentum and pave the way for
the conclusion in time of foe final

package.

Enlargement: The European Council
took note of progress In the enlarge-
ment negotiations with Austria, Hn-
land, Sweden and Norway. It recal-
led that the negotiations will, to foe
extent possible, be conducted in
parallel, while dealing with each can-
didate on its own merit
The European Council Is deter-

mined that the objective of the first

enlargement of foe European Union
laid down by the Lisbon and Edin-
burgh European Councils should
become a reality by January 1 1995.

Relations with the associated
countries of central and eastern
Europe: The European Council wel-
comed the courageous efforts
undertaken by the associated coun-
tries to modernise their economies,
which have been weakened by 40
years of central planning, and to
ensure a rapid transition to a market
economy. The Community and its

member states pledge their support
to this reform process.
The European Council today

agreed that the associated countries
in central and eastern Europe that
so desire shall become members of
the European Union. Accession will

take place as soon as an associated

country is able to assume the obli-
gations of membership by satisfying
the economic and political condi-
tions required.

Membership requires that the can-
didate country has achieved stability
of institutions guaranteeing democ-
racy, the rule of law, human rights
and respect for and protection of
hwiorltles, the existence of a func-
tioning market economy as well as
the capacity to cope with competi-
tive pressure and market forces
within foe Union.

Russia: The European Council is
looking forward to continuing the
dose co-operation with Russia In
the political field and to jointly con-
tributing to the solution of interna-
tional crises. This is seen as an
ossentis! contribution to peace and
stability in Europe end the world.
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Bundesbank gives

optimistic forecast
By Christopher Parties
in Frankfurt

THE Bundesbank yesterday
tried to ease pressure on the
O-Mark with an upbeat assess-
ment of German economic
prospects. There were also
some favourable indicators in
the key factors influencing the
bank's monetary policy. Mr
Hans Tietmeyer, the central
bank's vice-president, told
bankers in Munster.
But he tempered his opti-

mism with a warning that if

the government came up with
wrong or unconvincing solu-
tions to the country's deficit

difficulties, the currency might
suffer from “over-reactions" in
money markets.
The economic situation was

serious, but there was evidence
that the pace of decline was
overstated, he said. “Free fall"

was out of the question.

Although output fell 3 per
cent year-on-year in the first

quarter, there were now signs
that the situation was stabilis-

ing. he claimed. Industrial pro-

duction had not fallen further,
and foreign orders had risen.

Meanwhile, growth in the M3
money supply measure was
“rathpr flatter" than a little

while ago. and there were
signs that inflation would
slacken as the year continued,
he said.

Nevertheless, the bank had
to assess these developments
carefully, and proceed cau-

tiously with further monetary
relaxation. Money supply must
remain the dominant factor in

its deliberations, Mr Tietmeyer
added
His speech reflected the

dilemma facing the central
bank's policymakers. On the
one hand, the weakening of the
German currency - partly as a
result of the recession - mili-

tates against interest rate cuts.

On the other, the bank appears
to believe that conditions
which will 2llow a resumption
of its monetary easing - to aid

economic recovery - are
improving.
But Mr Tietmeyer made

plain that the key to resolving

the dilemma lay outside the
Bundesbank. “The limited
recent weakening of the
D-Mark should be read as an
indication of the need for con-

vincing solutions to Germany's
home-made problems," he said.

The bank's “stringent” poli-

cies had helped prompt a re-

thinking process. "The more

Department set up to oversee agreements

Treuhand to tighten up
control of contracts
By Judy Dempsey in Berlin

THE Treuhand. the agency
charged with restructuring and
privatising eastern German
industry, is setting up a depart-

ment aimed at tightening con-
trol and supervision over the
implementation of purchase
contracts.

Mr Hero Brahms, vice-presi-

dent of the Treuhand, who will

oversee a department of 350 to
550 accountants and lawyers,

said it was crucial to introduce

greater accountability into con-

tracts signed between the
Treuhand and investors since

it was set up in late 1990.

"We have to make sure that

the investments the Treuhand
have earmarked for environ-
ment clean-up, for instance,

are honoured by these enter-*

prises," he said at a press con-

ference in Berlin yesterday.

"Moreover, we have to moni-
tor that investment commit-
ments and job guarantees
undertaken by purchasers are

also implemented.”
Since late 1990, the Treuhand

has signed more than 40,000

contracts, including sales of

real estate. Most of the con-

tracts are anchored an two
principles: guaranteeing a cer-

tain number of jobs coupled

with investment programmes
spread over several years by
the purchaser. Under these
contracts, the Treuhand has
secured DM179bn (£7l.8bn)

investment commitments, and
1.46m job guarantees. Privati-

‘Sorae Investors have

found they are
dealing with

outstanding claims

on property rights*

sation receipts are less than
DM50bn_
Few Treuhand officials, how-

ever, are prepared to forecast

how many workers will lose

their jobs in these privatised

industries once the contracts

end The proportion of unem-
ployed, including those in

part-time work, or on job cre-

ation and training schemes is

more than 30 per cent in each

of the five east German states.

So far, 3,000 enterprises have
asked the Treuhand to amend
the contracts. But Mr Brahms
said most of these amendments
were minor. "Some investors

found that they had to retro-

spectively deal with outstand-

ing claims on property rights,

and others have asked for

reductions of guaranteed work
places of between one and 10

employees. The contracts were
unclear. These problems are

manageable,” he said.

Of that number the Treu-
hand yesterday said it was
renegotiating 400 contracts, or

1 per cent of the agency's total

amount Some involve non-pay-

ment by German and foreign

companies, mismanagement of
Treuhand grants, corruption,

and enterprises facing difficul-

ties caused by the collapse of

the markets in eastern Europe.
But Mr Brahms insisted that

the Treuhand would not take

back any of the enterprises.

“Ourjob is to privatise. Taking
back any enterprise would set

a very bad precedent," an
agency official said
The Treuhand has already

started monitoring 6,405 job
guarantee contracts concluded
in 1992. which secure 411,519

jobs.

Of those, Mr Brahms thought

fewer than 8,000 jobs would not

have been honoured
However, the system of pen-

alties whereby the enterprise

would have to compensate any
job losses outweighed any

,

short-term advantage in cut-

ting the workforce.
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this process produces concrete
and binding decisions, tbe
greater the room to manoeuvre
on monetary policy,” Mr Tiet-

meyer added.

The Bundesbank is studi-
oosly monitoring the govern-

ment’s attempts to cut public
spending. Over-blown deficits

and public sector borrowing
requirements are now among
the main causes of excessive
growth in money supply,
which the bank sees as tbe
prime source of future
inflation.

A series of small “dribbling"

interest rate cuts came to a
sudden stop last month after

M3 was found to have lurched
through the bank's upper tar-

get range in April. Growth
slowed slightly again in May to

6.7 per cent annualised, and if

it is found to have fallen
within the 4.5 per cent to 6.5

per cent range this month, the

bank's main condition for more
cuts will have been met.
However, if there are no

signs of spending restraint,

economic data worsens and the
D-Mark weakens, further prog-

ress will be put in doubt. The
Bonn cabinet is due to finalise

a package of spending cuts by
the end of this month.

Germany’s
hauliers

condemn
EC plan
By Quentin Peel in Bonn

LONG-DISTANCE road
hauliers in Germany yesterday

issued an angry condemnation
of the move to deregulate the

European Community road
haulage market, and warned
that it would unleash “ruinous

price competition”.

In a statement issued three

days after the agreement
reached by EC transport min-
isters in Luxembourg, the Ger-

man national federation of
road hauliers said much
cheaper road transport charges
would lead to a big switch in

goods from rail to road trans-

port, with serious environmen-
tal consequences.

The hauliers are concerned
that the agreement will lead to

intense price competition in

Germany, where the market is

dominated by small and medi-

um-sized businesses which
could be undercut by larger

and more efficient European
operators.

Tbe long-distance road haul-

iers said that the tax burden
on German operators would
almost certainly be aggravated.

The Luxembourg agreement
aims at the effective deregula-

tion of the EC road haulage
market by 1998. with any EC
operator allowed to tender Tor

business in other member
states.

In exchange. Germany, the

Benelux countries and Den-
mark have agreed to introduce

a regional vignette (tax disc)

for cross-border lorries, to help

equalise the tax burden
between them.

German defence minister Volker RObe (left) and UN under-secretary general Vladimir Petrovsky in

the constitutional court in Karlsrtlhe yesterday for a hearing on German troop deployment

German UN role defended
By Quentin Peel

THE German government and
the United Nations' top official

in Europe joined forces yester-

day to counter an attempt in

tbe country's constitutional

court to order an immediate
withdrawal of German troops

from UN operations in
Somalia.
Mr Volker Rube, the Ger-

man defence minister, said

snch a move would cause
grievous damage to Germany’s
international reputation. Mr
Klaus KinkeL the foreign min-

ister, said it would have "cata-

strophic effects" on the morale
of the German soldiers.

They were backed by Mr

Vladimir Petrovsky, the for-

mer Soviet deputy foreign

minister, who is now UN
nnder-secretary general in

Geneva. He declared that tbe

involvement of German troops
in the Somalia operations was
of the greatest importance for

tbe UN mission, and for tbe

restoration of peace in the
country.
Mr Petrovsky was standing

in for Mr Boutros Bontros
Ghali, the UN secretary gen-

eral, who had offered to give
evidence in tbe constitutional

court when he arrives in Ger-

many for an official visit

today. In the event, tbe hear-

ing finished last nigbt and a
ruling is expected by tomor-

row. The big guns were called

up in defence of the peace-

making mission, after leaders

of Germany's opposition Social

Democrats (SPD) yesterday
demanded the immediate with-

drawal of the German troops.

on the grounds that they were
part of a military operation.

The SPD claims that snch a
use of the army outside the

Nato area is excluded by the

constitution. The SPD has
called for a ruling by the con-

stitutional court in Karlsrfihe

to recall the 250 soldiers

already stationed in Somalia.

Mr Rtihe retorted that tbe men
were in less danger than those

flying supply missions in for-

mer Yugoslavia.

Spain’s

INI hails

deal with

the unions
By Tom Bums in Madrid

SPAIN'S loss-making public
sector industrial holding com-
pany claimed yesterday it had
signed a breakthrough agree-

ment with unions Lhat will

control inflationary wage
agreements and break down
rigid job classifications.

Tbe three-year agreement
negotiated by the Instituto

Nacional de Industria. INI.

comes in the wake of a surpris-

ingly strong stand at the EC’s
Copenhagen summit by Mr
Felipe Gonzdlez, the prime
minister, in favour of salary
moderation and of deregulat-

ing labour markets to combat
economic recession.

INI's agreement with the
unions bolds 1993 wage
increases for some 70,000 steel

workers below the inflation

rate and pegs them to the rise

in the cost of living for the

next two years.

Last year INI’s steel workers

were awarded wage increases

of more than 6 per cent, at

least 1.5 per cent above the
inflation rate.

Tbe agreement also intro-

duces flexible working condi-

tions by cutting through rigid

job demarcations and estab-

lishing tbe principle of a multi-

skilled work force on tbe shop
floor. Such work practices

already exist in the private sec-

tor, notably in the car indus-

try, but had so far been
resisted in state enterprises.

A further feature of the
agreement is a new in-house

arbitration process to settle

labour disputes.
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Reformers in

Russia seek

new identity
By Layla Boulton in Moscow

LEADING Russian reformers

are trying to create a broad

alliance of reformist parties to

counter-balance the reinvigo-

rated Communist party ahead

of elections in the autumn.
Despite impressive permuta-

tions of western words such as

“republican", “democratic",
and “liberaT, most of Russia's

105 registered parties are little

more than the expression of

individual politicians’ personal

ambitions to lead parties.

This has made it virtually

impossible for them to merge
over shared ideas. In contrast,

the Communist party,
strengthened by 70 years of

tradition, has been quick to

rebuild itself after its unban-
ning by the constitutional

court.

Some of President Boris Yelt-

sin's close colleagues
announced the formation of a

political bloc called Russia's

Choice last week in an attempt

to compensate for their failure

to produce a long-promised
presidential party.

Mr Yegor Gaidar, the former

prime minister who launched

radical reforms last year, is

trying to build a power base

around the Association of Pri-

vatised and Private Enterprises

which he heads. Its aim is to

help organise and finance can-

didates for a “reformist anti-

inflationary parliament” as
well to defend the interests of

privatised enterprises on a
day-to-day basis.

“The idea is to unite people

who have been disagreeing

with eacb other even though
they share the same interests.”,

said Mr Gaidar, whose associa-

tion is likely to join the pro-

Yeltsin bloc. Its political and
economic programme is due to

be published next month.
However, not all the groups

will necessarily pull together.

At the weekend, Mr Grigory
Yavlinsky, the prominent econ-

omist, presided at the founding
of a group called “Entrepre-
neurs for the Renewal of Rus-
sia" at which he presented a
list of demands for changes to

make the government's market
reforms more credible.

What all three groups have
in common is their reliance on
Russia's newly powerful entre-

preneurs for money and sup-

port.

Where members include fac-

tory directors, their influence

is seen as crucial in obtaining
the votes of their workers. The
leaders' ultimate goal is to
have their own political base
when the time comes to
replace President Yeltsin in

presidential elections further
along the road.

Many entrepreneurs and
managers now being wooed are

naturally keen that the new
parliament should be pro-busi-

ness and pro-private property.

DS plans for a S4bn (£2.Gbn)

privatisation fund for Russia

will be scaled back to about

$500m at the Tokyo summit of

the Group of Seven leading

industrialised countries, Mr
Kabun Mato, the Japanese for-

eign minister, said yesterday,

writes Charles Leadbeater in

Tokyo. The US launched the

idea, without warning, at the

April meeting of G7 foreign

and finance ministers in

Tokyo. Since then, US officials

had suggested they were mak-
ing headway in persuading
other members of the G7 to

contribute to the fond in spite

or the deep scepticism among
Japan, Germany and Britain.

Mr Mato said in a speech in

Tokyo that the idea of a $4bn
fund was preposterous. He
added that Japan would not

contribute any new money to a

smaller fond because of its ter-

ritorial dispute with Russia
over the four Kurile islands.

But Mr Viktor Korovin, the 40-

year-old director of Uralmash,

a recently privatised flagship

of heavy industry which is a
member of Mr Gaidar’s associa-

tion, summed up a widespread
scepticism about the
politicians.

“1 want the new parliament

to be as depoliticised as possi-

ble," he said, referring to the

over-politicised nature of Rus-

sian life.

For the time being, there

appears to be no limit to what
can be turned into a party. One
of the stranger offshoots of the
new trend was the announce-
ment by the deputy prime min-
ister, Mr Sergei Shakhrai, that

he was setting up a party to
represent regional interests

and press for the creation of a
genuine federal state.

As President Yeltsin's
adviser on nationalities, he has
set himself the impossible task
of rallying S9 regions and
republics whose only common
aim is to extract as much cash
and power from Moscow as
possible.

Although the constitutional

convention, which reconvenes
on Saturday, is unlikely to fin-

alise a new democratic consti-

tution, politicians are expect-

ing it to at least come up with
an electoral law.

This is because new elections

are seen as a panacea for Rus-
sia's troubles, ushering in a
new parliament which would
both actively support radical

reforms and approve a new
constitution.

Although it Is not yet clear

whether Russia will opt for a
first-past-the-post electoral rule
or a mixed system involving
some proportional representa-
tion, the main obstacle faced
by reformist forces is the
absence of strong parties to fill

the vacuum left by the once-
monolithic Communist party.

Oilmen ignore Azerbaijan risks
their stride, writes Steve LeVineForeign oil companies are taking political turmoil in

E IGHT foreign oil compa-

nies yesterday took

Azerbaijan's political

crisis in their stride and

advanced 37Om ,(£46.6m) in

good faith money to keep nego-

tiating for the right to develop

the Caspian Sea republic's oil

fields.

The advance adds to the tens

of millions of dollars which the

companies, including British

Petroleum, Amoco and Penn-

zofl, have already paid but to

' the Azeri government in cash

and in kind for the right to

negotiate to exploit the coun-

try’s estimated recoverable off-

shore oil reserves of at least

4bn barrels. Pennzoil, for

instance, has already given the

Azeri government the equiva-

lent of about S80m in natural

gas production equipment and
pipeline.

Senior oil company execu-

tives began meeting Azeri offi-

cials in London this week for

what they hope will be the

advanced stages of talks on
exploitation rights which have
dragged out for more than a

year.

By proceeding with the talks

and paying out the collective

ante, the companies - after

long reflection - have implic-

itly decided that the economic

risks of staying in Azerbaijan

were outweighed by the poten-

tial billions to be earned in oil

fields already proven to be sub-

stantial and easy to exploit.

"Seventy million dollars is a
lot to you and me, but it's not

that much to the companies.”
said one executive. “The real

money is the billions it will

take to actually develop the
fields." Another oil company
executive said: “The potential

here is so high. There's never
been a hole sunk here that

didn't hit oil."

Azerbaijan's latest bout of

with enough authority to sign

a deal As the eventual con-

tracts must be ratified by par-

liament, the political chaos

also makes it unclear whether

or when there will be an effec-

tive legislative body to endorse

the deals.

The companies have not

taken the situation lightly.

Pennzoil, for example, has sent

85 of its 88 expatriate employ-

The potential in

the former Soviet
republic is so high.

There’s never been

a hole sank In

Azerbaijan that

didn’t hit oil’

Soldiers loyal to Azerbaijani rebel leader Surat Husseinov
advancing to the outskirts of the capital, Baku, yesterday

political instability began on
June 4 when a rebel military

warlord, Mr Surat Husseinov,

seized the country’s second-
largest city, Gyanja, and
demanded President Abulfaz
Elchebey's resignation.

The president has since fled

the capital and taken political

refuge in his home village and

some of Mr Husseinov's men
have entered the capital, Baku,
while others have dug in out-

side the city.

Mr Husseinov has declared

that he is ready to step into

Azerbaijan's political vacuum
to run the country.

This power vacuum leaves

the oil companies with noone

ees out of the republic, and
many of the other companies
have followed suit. But the

overall belief seems to be that,

in the long term, the Azeri

republic will stabilise and that,

with bard currency infusions

from foreign investors such as

themselves, economic prosper-

ity will calm the situation

further.

Yesterday's payment repre-

sents one-third of $2lQm that

the companies must eventually

pay up as a signing bonus to

the cash-poor former Soviet

republic.

The money is the companies’
financial contribution to a new
Azeri oil development plan

that was announced in the cap-

ital last month.
Originally Amoco, Pennzoil

and BP were negotiating to

develop three of Azerbaijan's

oil fields individually, with
respective partners Ramco
Energy, McDermott Interna-

tional. Stated and Union Oil of

California, Now, however, all

the oil companies have decided

to negotiate as a group to

develop the three fields.

Although the details of a

woric plan have not been finali-

sed, each company has been

awarded a percentage of the

“unitised" group, which will

comprise its portion of develop-

ment costs and its eventual

profit

BP-Statoil has the largest

share (36 per cent) and had to

pay out $25m yesterday.

Amoco, which contributed

|17m, has the next highest

investment which totals 24.3

per cent

Pennzoil has 14 per cent and

paid 39.8m and Unico paid

$lL2m for its 16 per cent share.

Besides their own individual

projects, the companies have

an additional large expense to

consider - a pipeline they must
build to carry same 800,000 bar-

rels of oil a day to the west

The companies have consid-

ered several pipeline routes,

but appear to have all but

decided on one passing
through Turkey with a termi-

nal on the Mediterranean,

according to executives at two
of the companies.

The $1.4bn pipeline would go
through Azerbaijan and split

into two at the border with
Iran.

One loop would then go
through northern Iran and
another through Armenia
before joining again in the ex-

Soviet Nakhichdvan region
and finally entering Turkey.

“That way neither Iran nor
Armenia can hold us hostage,”

an oil company official said.

At Erzurum, the pipeline

would lead into an existing

Iraqi pipeline that was dosed
because of the 1990 Kuwaiti
invasion.

Rebel ^

warlord

keeps up

pressure
By Steve LeVine in Baku

ONLY A DAY after a refer
military leader announced: fe

jan’s political vacuum, and
assume power, several of Ms
men have entered the- capital

of Baku.
Fresh negotiations have

been launched to try to ehd Us
revolt but ft is becoming dear

; that the republic’s acting

leader, Mr Gaidar Aliyev, Ss

losing control of the sHuattoit.

The rebel warlord, Er„
Surat Husseinov, has a soman
regiment dug In on Baku's ;

southern outskirts, with three

tanks pointed towards the ont
itaL

Several of his men were sneu
Inside the capital yesterday
afternoon but their motives
were unclear. The capita]

seemed peaceful and there was
no apparent tension despite
Mr ; Husseinov's wanting ua.

Monday that he might deckle

to take power.
The parliamentary chair-

man, Mr Aliyev, who has
served as the republic's de
facto leader since the elected

president, Mr Abulfaz KLdti-

bey, fled and secretly took iie£ -

age in his home village last

week, said yesterday that
.he

.

was still discussing Mr Hussei-

nov’s demands.
Privately, Mr Aliyev told

foreign diplomats on Monday
that Mr Husseinov was
demanding to be made presi-

dent or prime minister. He
also wanted to be given effec-

tive control over the impor-

tant ministries of defence,
Interior and state security, or

KGB.

Estonia proudly wears its kroon of thorns
Philippe Legrain on the first ex-Soviet republic to dump the rouble and beat inflation - but at a price

A FTER a turbulent year
when a handful of for-

mer Soviet republics

has followed Estonia's lead, the

small Baltic country has just

marked the first anniversary of

the introduction of its own cur-

rency. the kroon.

Estonia, less than twelve
months after achieving its

independence, became the first

state emerging from the Soviet

empire to dump the plummet-
ing rouble and issue its own
money on June 20 1992.

The Ukrainian coupon has
lost its value even faster than
the Russian rouble, but
Estonia has succeeded in curb-
ing inflation from more than
500 per cent a year last June to

less than 30 per cent now.
A World Bank report on

Estonia predicts that inflation

will stabilise at that level for

the rest of 1993 and the Inter-

national Monetary Fund is

optimistic about prospects for

future growth.
The kroon has also main-

tained its peg of eight to the
German D-Mark despite a dou-
bling in prices since its intro-

duction.

This is not as remarkable an
achievement as it might first

appear Estonia operates a cur-

rency board system, whereby
every kroon in circulation is

backed by foreign currency
reserves, swollen by loans and
aid from the west, and 11.3

tonnes of gold, retrieved from
the pre-war independent repub-
lic's deposits in foreign central

banks.

Although state companies
still receive large subsidies to

delay the inevitable labour
shake-out, the budget is in
broad balance. The money sup-

ply is further limited by a
healthy distrust among busi-

ness and ordinary people of
banks (three of the largest

banks failed last November) so
that the hanking system plays
only a small role in money cre-

ation.

Inflation persists, however,

as the money supply has been
boosted by foreign aid and
investment and because gross

national product slumped by
more than 20 per cent last year
to about Sibn (£665m). With
more money chasing fewer
goods, prices have risen.

The kroon’s “bard currency"
status - viewed as a symbol
akin to manhood by Estonia’s

inexperienced central bankers
- comes at a price, however.
Shops in the capital Tallinn,

stocked frill of overpriced Scan-

dinavian luxuries, testify to an
import binge the economy can
ill afford.

Although trade has been
redirected from east to west,

with Finland overtaking Rus-

sia as Estonia’s main trading

partner last September,
exports, which had grown
explosively after the introduc-

tion of the convertible kroon,

have recently fallen back. The
trade account slid into a deficit

of EKi33m (£4-2m) in April,

even without counting the sub-

stantial natural gas imports
through pipelines from Russia,

winch are difficult to measure.
Estonia is also Increasingly

uncompetitive for foreign
investment, on which its

future development depends.
Its main attraction, a relatively

cheap, skilled workforce, has
faded following a doubling in

wages in dollar terms over the

past year.

The privatisation programme
proceeds in fits and starts. An
initial international tender of

38 large companies last Novem-
ber was aborted after allega-

tions of incompetence at the
privatisation agency.

A second offer of 56 enter-

prises was made in May.
Vouchers to be used in the pur-

chase of smaller companies
have been distributed. But
only 38.6m of an estimated
total of 3500m of state assets

due to be sold off have been
transferred to the private sec-

tor, and the sale of land to for-

eigners is severely restricted.
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Safety move starts row on whose rules rule the waves
EC plans for safer seas have prompted concern about regional regimes on top of globally accepted conventions, writes Richard Tomkins

/ OU WOULD have thought nothing As thincs Stand thp cnfptv mips ftatalnincr nr Hfnsintr annnvD +#• .kiu ...l. ik. i. T L. : fj iL. I. ... . ,Y OU WOULD have thought nothing
could be controversial about
improving safety at sea - particu-

larly in the light of public anxiety over a
spate of oil tanker accidents In European
waters.

Yet the European Commission has
found itself in a row with the shipping
industry over its plans to introduce a
series of measures aimed at eliminating
sub-standard vessels and crews from the
Community.
Concern about safety has been triggered

by three recent tanker accidents in Com-
munity waters: the grounding of the
Aegean Sea off the Spanish coast In
December, the breaking up of the Braer off

the UK coast in January, and the collision

involving the British Trent off the Belgian
coast earlier this month.

As things stand, the safety rules
intended to prevent accidents such as
these are laid down by the International
Maritime Organisation, a United Nations
agency, through a framework of interna-
tionally accepted conventions and proto-
cols.

Even before the spate of European acci-

dents began, however, the Commission
had been considering independent action
to toughen up on maritime safety within
the Community: within days of the British
Trent collision, EC transport ministers
had put their names to a proposed com-
mon policy on safe seas railing for EC
legislation to improve shipping standards.
Examples of the measures planned are

the development of common criteria for
more thorough inspections of ships when
they are in port, together with criteria for

detaining or refusing access to ships
which do not meet international stan-
dards; common standards for the classifi-

cation societies which guarantee vessels'

seaworthiness; minimum standards of
training for crews; and better reporting
systems for vessels carrying dangerous or
potentially polluting cargoes.
On the face of it, European shipowners

might be expected to welcome the mea-
sures. After all, EC member states tend
towards the upper end of the global league
table when it comes to maritime safety, so
tougher standards will operate to the
advantage of EC shipowners by hitting
their low-cost, low-standard competitors.
According to Mr David Tomlinson, sec-

retary general of the Council of European
and Japanese National Shipowners’ Asso-
ciations, the measures also come at a Hmo

when the industry is keen to improve its

tarnished image.

“Responsible shipowners everywhere
believe safety standards have slipped,” Mr
Tomlinson says. “There is a recognition
that things have not been as good as they
should have been, and that everybody
ought to pull their socks up."
Nevertheless, shipowners are acutely

concerned over the EC safe seas policy
- not because they are at odds with the
sentiments underlying it, but because of
where it is coming from.
The shipowners stress that shipping is a

global industry, not a regional or local
one, and therefore has to operate within
the parameters of a globally-agreed set of
rules. If national or regional governments

.

start imposing their own sets of rules for
vessels operating in their waters, they say,

the result will be chaos.
The International Chamber of Shipping,

which speaks for the national shipowners'
associations of the world's biggest mari-
time nations, says it is “desperately keen
to avoid” any suggestion that a regional
regulatory regime should be interposed on
a body of globally-accepted conventions.
Mr Chris Horrocks, the chamber's secre-

tary general, says shipowners are at pres-
ent required to conform to a set of global
regulations which are as acceptable in,
say, Argentina as they are In Australia.
“What they do not want to find is that
they are suddenly having to cope with
marginally different regimes which make
it a matter of uncertainty as to whether
they are in compliance with the law in
country A B or C.”
EC transport ministers who support the

safe seas policy, such as Britain’s Mr.John
MacGregor, say this is to miss the point of
the proposals. The idea Is not to set new
standards, they say, but to introduce more
rigorous enforcement of the existing ones.
The policy goes out of its way to stress the
importance of operating within the frame-
work laid down by the International Mari-
time Organisation, the commission says.
The shipowners, however, are Ear from

convinced. Mr Horrocks detects the hand
of ambitious “Eurocrats". “It’s an attitude
of mind coming down from Brussels that
we find extremely worrying -

The commission is hoping to get its pol-
icy enshrined in legislation by the end of
the year, but it has already had to tone the
contents down in response to the stripping
industry's anxieties: if shipowners get
their way, the policy will be torpedoed.
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Face change, US steehnakers told
By Andrew Baxter

migrated US steel companies
and their unions were accused yester-

J

"

y

resistant to change, and
wid that protectionism was not a solu-
tion to their problems.
Mr Brian Moffat, chairman and chief

executive of British Steel, speaking at a
steel conference in New York, said the
US integrated steel industry -puts me
in mmd not of the dinosaur, to which it
Is often compared, but rather the
ostrich.”

He said movements in competitive
positions based on cost/price relation-
ships and exchange rate swings, along
with new technology, should by now

have led to a fundamental reassessment
by US integrated steel of Us position in
the market place.

"Instead," he said "there has been a
tendency to push the blame for the
growing problems onto some external
agency, the curbing of which might
facilitate a return to prosperity. This
comfortable response allows companies
to avoid facing up to the necessity or
change, and to defer their problems for
the time being.”

Mr Moffat's -speech comes a day after

he criticised continuing state subsidies

for steelmakers in Spain and Italy, and
urged the European Commission to
press ahead with its restructuring plan
for the European steel industry.

Mr Moffat said the US provided a

good example of the problems which
arise from recourse to protection.
Imports' share of the US market had
risen by 6 percentage points to 18 per
cent over the period from 1973 to 1992.

in line with the worldwide trend
towards expansion of trade.

Yet in the same period the US inte-

grated producers' share of the US mar-
ket had fallen by 29 percentage points

to 33 per cent
The beneficiaries had been the

mini-mills, up 16 percentage points
to 22 per cent, and the "reconstituted
mills'' - companies reorganised under
Chapter 11 bankruptcy proceedings and
management buy-outs, which now take

27 per cent of the market.
Mr Moffat said that, while be did not

dispute the right of countries to take
action against genuinely unfair and
injurious imports. “I strongly believe

that the General Agreement on Tariffs

and Trade should play an increasingly
important role in the determination of
such decisions."
He suggested industry should enter

into a multilateral steel agreement,
which would underpin the elimination

of subsidies, encourage privatisation
and result in less government interfer-

ence. "Anti-dumping actions and subsi-
dies are merely delaying actions. They
will not solve the problems the industry

faces.’

Some bend in a hard market
Some of the heat has come out of the clash

over steel sales, writes Andrew Baxter

EC trade with Eastern Europe*

Imports (Ecu nil Exports (Ecu m) Deficit (Ecu m)

Iron & steel Iron & steel articles

80 91 92 90 91 92

‘Buigam. Czacn and Mom* mpifttca. Hungary. Poland, Ptononto

E giant with his
foot in the
door, says Mr
Ruprecht Von-
dran, president
of the German

Tr*
*fe

> Steel Federa-
acroag Eimope tion He has

already over-
turned a few chairs, but that
should not prevent us from
inviting him in and offering
him a seat
We should take care, how-

ever, that “he does not bring
the roof down, or even the
whole house to tumble around
our ears".

Mr Vondran’s colourful lan-

guage, in a recent speech in

Berlin, was a reference to
imports of steel from the for-

mer Comecon countries, a
giant of the world steel indus-
try with more than 210m
tonnes of crude production
capacity.

Yet, after two years of east-

west recrimination and amid
continuing recession In the
European steel market, it now
looks less likely that the house
will tumble down.
About three-quarters of the

old eastern bloc's steel produc-
tion is in the former Soviet
Union, but it is the remaining
56m tonnes, largely in

Romania. Poland and the
Czech and Slovak Republics,
that is being blamed for adding
to the problems of German and •

other western European steel

companies in the past two
years.

The European Community's
trade balance with the former

Comecon countries has shifted

from a deficit of 400,000 tonnes
in 1989 to nearly 4m tonnes
last year. More than 80 per
cent of the 4.6m tonnes
exported to the leading west-

ern buyer countries goes to the

EC and countries of the Euro-
pean Free Trade Association.

Last year, about 380.000

tonnes of steel a month
reached the EC from the old

Comecon countries, with the
former Czechoslovakia and the

Commonwealth of independent
States accounting for about
250,000 tonnes in total, and the

rest shared in descending order
by Poland. Hungary. Romania
and Bulgaria.

Imports from the eastern
countries to the EC generated
considerably more heat than
might seem justified by the
market share they took last

year - just 3 per cent.

But western producers com-
plained loudly that unfairly

subsidised eastern European
steel, mainly long products
such as reinforcing bar for con-

crete, merchant bars and wire

rod, undercut the price of west-

ern equivalents and further

destabilised an already weak
market.
Whatever the merits of the

case, there is little doubt that

exports to the EC have pro-

vided a lifeline for the eastern

producers. Mr Jeremy Fletcher,

an independent steel consul-

Soureo: Eurastal

tant, says the east European
producers have seen domestic
demand for steel fall sharply,

but have been more affected by
a breakdown in the financial

system which means custom-
ers cannot pay for steel.

On top of that, steel prices

have been kept artificially low
in domestic markets to

enhance the competitiveness of

the customer base in industry.

Consequently, the western
European market and prices

look attractive. More than that,

however, exports to the EC
have generated cash that has
been reinvested in the east's

nascent modernisation efforts.

“That’s a very good thing,”

says Mr Fletcher, “as it is sav-

ing the west a lot of money.”

Although ceilings are being
placed for three years on
imports of Czech wire rod, and
various hot- and cold-rolled

steels from both the Czech and
Slovak republics, the prevail-

ing trend is towards free trade.

It is clear both western and
eastern producers have taken

note of the political realities in

Brussels, which is unwilling to

block eastern producers out of

their closest export markets -

because of the wider issues
involved for the fledgling

democracies - and yet pain-

fully aware of the western pro-

ducers’ problems.
But the approach of the east-

ern producers has also
changed- "In the first two
years they were so naive, sell-

debate
mg at prices so far below the

market that they were not get-

ting the full benefit,” says Mr
Fletcher. “Now they are get-

ting better revenues and prof-

its Irom limited volumes."

Steel imports from eastern

Europe to the EC are likely to

continue to rise, but not
greatly, experts say. “I can see

them steadily increasing over

the next few years, although
not to 10m tonnes or anything
like that,” says Mr Peter Fish,

managing director of the Shef-

field-based steel consultancy
Meps Europe.

From 1994, he says, the rela-

tionship will be much like that

between the EC and Elta coun-

tries - “living together in
slightly different trading blocs,

making agreements and then
getting on with it.” he says.

But, for at least the next five

years, the cash generated from
sales in Europe will remain
crucial to financing the eastern

producers' moves to raise effi-

ciency, close the most outdated
capacity and wean themselves

from indirect subsidies such as

cheap ore.

That modernisation process

still has a long way to go. and
has gone furthest in Poland
and the Czech and Slovak
republics. But western produc-

ers and spokesmen such as Mr
Vondran see the process as a

crucial quid pro quo for allow-

ing eastern companies a foot in

the door at home - and eventu-

ally forging the two industries

into one.

There will befurther articles on
trade between eastern and west-

ern Europe in coming weeks

Japanese
reassure

on trade

meeting
By Michiyo Nakamoto in Tokyo

JAPANESE officials were
optimistic yesterday that
recent political turmoil in

Japan would not upset trade

talks taking place in Tokyo
from today.

Mr Yoshiro Mori, minister

for international trade and
industry, said yesterday that

while the government was
divided on political reform,
there was no fundamental dis-

agreement over trade policy.

Trade ministers from the US,
Canada, the EC and Japan are
meeting in Tokyo for two days
of talks designed to spur the

stalled Uruguay Round of tbe

General Agreement on Tariffs

and Trade.
Tbe countries are aiming for

agreement on market access,

centring on mutual elimina-
tion and harmonisation of tar-

iffs. by the end of the year.

Mr Peter Sutherland, newly
appointed director general of

Gatt. said earlier this month
that failure to agree on market
access in Tokyo could sink
prospects for concluding the

Round.
Mr Mori indicated that mar-

ket access agreements on such
issues as tariff reductions for

Japanese processed farm prod-

ucts, for example, were not

likely to ccme now.
According to a government

official close to the talks, there

is only limited Japanese scope

for further tariff cuts in two
contentious areas - distilled

spirits and forest products.

Japan has implemented a 50

per cent reduction in tariffs on

distilled spirits since the Uru-

guay Round talks were started

in 1986. “Importers have
increased market share and
the Japanese industry is not in

a strong situation so it is diffi-

cult to talk about a zero-for-

zero option," tbe official said.

On forest products, the Japa-

nese also believe they have
made substantial concessions

iu a bilateral agreement with
the US, made on the under-

standing it would be part of

the Uruguay Round. “We feel

that we cannot go much fur-

ther." the official said.

EIB loan boost
for Portuguese
THE European Investment Bank and the Lisbon government
have signed contracts for Es95.5bn (£400raj in loans to Portugal
for use in industry, energy and Infrastructure projects. Peter
Wise writes from Lisbon.

The main Es55.?bn loan will go to AutoEuropa. the EsSOObn
Ford/Volkswagen joint venture that will begin manufacturing
passenger vehicles in southern Portugal in 1995.

Two loans totalling EslTbn will be used to finance small and
medium-sized companies in industry, industrial services and tour-

ism. Two other loans of Es6bn each will finance roads. Among
other loans, one of Eso.Tbn will be used to improve energy
facilities on the Azores islands.

The loans bring total EIB lending to Portugal in 1993 to

Esl37bn. But other approved projects are expected to lift the total

to Es330bn.

Kamaz hunts for partner
Kamaz. Russia's biggest truck manufacturer, said yesterday it

had obtained promises of Rbs30bn in cheap state credits to

rebuild an engine plant destroyed by fire, but was still looking for

a foreign partner to invest about 3200m. Leyla Boulton reports

from Moscow.
The group, one of the first to be privatised in the former Soviet

Union, said it wanted to restore half the old engine-producing

capacity to how it was while replacing the other half with a

foreign joint venture producing a new type of diesel engine.

Mr Leonid Komm. finance director, said in an interview the

company was examining proposals from leading western diesel

engine manufacturers. This includes Cummins of the US.

Estimating the cost or the new plant it wanted to build with

foreign partners at S200m-$500m, Mr Komm admitted that raising

the finance was the biggest problem.

With western banks wary of fresh lending to Russia. Mr Komm
said Kamaz was counting on loan guarantees from western gov-

ernments to clinch a deal.

Canberra criticises beef tariff
Australia is to lodge a complaint with Gatt over Canadian moves
to impose a 25 per cent tariff on Australian beef imports. Emilia
Tagaza writes from Melbourne.
The tariff, which will be in effect for the rest of 1993, was

imposed after the Canadian International Trade Tribunal found

there was a potential threat to the Canadian industry if beef

imports continued at current levels.

Canada is Australia's fourth biggest and fastest growing beef

market. Sales were expected to reach A$150m i£67.5m) this year.

The Australian Meat and Livestock Corporation h2d earlier

challenged the tribunal finding and had lodged an appeal with
the Canadian court of appeal.

Canada and Australia are key members of the C-airns group of

agricultural exporters lobbying against protectionist moves.

Vickers tank contract signed
The first export contract for Britain's new Challenger 2 tank was
signed in Oman yesterday following an initial agreement by Mr
John Major, the prime minister, during a visit to the sultanate in

January, writes David White, defence correspondent

The contract with Vickers is believed to be worth about £l40m
including logistic support.

In addition to 18 battle tanks, Oman will receive two trainer

tanks, four repair and recovery vehicles, nine tank transporters

and four Alvis Stormer armoured combat vehicles. A follow-on

order of similar size is expected later.
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Paris Club

losing

patience

with Brazil

US tobacco

groups sue

over report
By Nikki Taft in New York

PHILIP MORRIS and RJR
Nabisco, the two largest US
tobacco companies, yesterday

sued the Environmental Pro-

tection Agency, claiming its

report on the dangers of pas-

sive smoking was unscientific,

“arbitrary" and “capricious".

The companies claimed the

agency reached its conclusion

that environmental tobacco

smoke (ETS) was a cancer-

causing substance “only by
manipulating and cherry-pick-

ing data, ignoring critical sta-

tistical studies and chemical
analyses, failing to account for

confounding factors and
sources of bias land] violating

basic statistical principles”.

Their suit, which is backed

by other industry groups, also

argued that the EPA's scien-

tific guidelines were violated.

The legal action follows a

high-profile EPA report, pub-

lished in January, which
classed ETS as a class A car-

cinogen. This is the most seri-

ous category of cancer-causing

material.

The EPA report indicated

that about 3,000 US non-smok-

ers die from lung cancer

caused by exposure to tobacco

fumes each year, and that

exposure to ETS increases the

risk of asthma in "normal"

children. It could also increase

the severity of symptoms in

children prone to asthma, the

agency said.

A draft version of the EPA's

study, published three years

ago, was attacked by the indus-

try and was sent back by a

science advisory board for bet-

ter justification of its conclu-

sions.

However, since its publica-

tion the report has been used

by anti-smoking activists to

demand more restrictions on
smoking in public places, and

has almost certainly contrib-

uted to an increasingly pro-

scriptive climate in the

US.
Most states now have some

restrictions on smoking In pub-

lic areas.

The suit was filed with the

district court for the middle
district of North Carolina.

Fresh credits for Peru
PERU has won fresh credits of

about $900m (£600m) from
international donors as well as

plaudits for the success of

President Alberto Fujimori’s

austere economic reform pro-

gramme, Reuter reports from
Paris.

The credits, to support the

debt-burdened country’s pover-

ty-alleviation programmes,
were pledged at a two-day
meeting in Paris of the World
Bank’s consultative group.

They are spread over two
years and include $700m from
donor nations and $200m from
the World Bank, the IMF and
the InterAmerican Develop-

ment Bank.

By Christina Lamb
in Bio do Janeiro

CONTINUING delays in talks

on a new accord with the

International Monetary Fund

are jeopardising Brazil’s

agreement with the Parts Club

of official creditors.

The Paris Club agreement,

for the refinancing of $21bn

(£1-1bn) official debt, was
signed in February 1992

shortly after Brazil had suc-

cessfully negotiated a standby

loan with the IMF - an essen-

tial condition of the deal. The
subsequent collapse of the IMF
accord forced Brazil to seek a

waiver from the Paris Club in

January, which expired three

weeks ago.

The Paris Club will meet
tomorrow to deride whether to

grant Brazil a new waiver or

declare the country in default.

On Monday Mr Fernando Heu-
rtque Cardoso, Brazil's new
finance minister, met ambas-
sadors from Group of Seven
industrialised countries to ask
for "understanding and sup-

port” in the wake or his new
economic plan.

He pointed out that a techni-

cal team from the IMF was due
in mid-July to reassess the eco-

nomic situation and that Bra-

zil was still on track to com-
plete a Brady-type deal with
its commercial creditors In

November.
Although Paris Club mem-

bers are unhappy about Bra-

zil's poor record with the IMF,
they are thought unlikely to

declare default, particularly as
11 of the 13 countries have
now signed bilateral agree-

ments with Brazil.
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Venezuela’s central

bank keeps its head

V ENEZUELA has this

year passed through a
political crisis that in

times past would have brought

a collapse in economic confi-

dence and a run on the cur-

rency.

Yet despite two foiled mili-

tary coup attempts last year,

the suspension this year of

President Carlos Andres Perez
on corruption charges and
forthcoming presidential elec-

tions in December, there has
been no panic flight of capital.

The credit for breaking the

vicious cycle between political

and economic stability is

widely laid at the door of one
of the institutional reforms
promoted by Mr Pferez: the cre-

ation of an Independent central

bank whose sole focus would
be on maintaining monetary
stability.

The central bank’s new
autonomy hangs on a law that

went on to the statute books
on December 4. A new six-

strong board was appointed by
Mr Pfirez on December 23. The
central bank president, Ms
Ruth de Krivoy. was appointed

for a five-year term.

Her successor will be chosen
by the president and must be
ratified by a two-thirds major-

ity of the senate. At the end of

May, the bank completed its

transition by withdrawing
from responsibilities to provide

export finance.

“The independence of the

central bank has meant a pro-

found change in the way poli-

tics and economics relate.

Because we have more efficient

decision making in terms of
monetary policy, the central
bank was able to move effec-

tively to counteract the shock
to the financial markets aris-

ing from the political uncer-

tainty” said Ms De Envoy in

an Interview.

The shock was a sharp drop
in the demand for money
caused by the political crisis.

To counteract this and to pro-

tect the Venezuelan currency,

the bolivar, the central bank
raised interest rates sharply.

Benchmark interest rates (on

91-day central bank zero-cou-

pon notes) almost touched 70

per cent simple around May 19,

the day before the supreme
court voted that there was a

case for the impeachment of

Stephen Fidler

on what
happened when
all around were
losing theirs

Mr Perez. More conventionally

expressed in compound inter-

est terms, assuming reinvest-

ment, this is an annual interest

rate of 90 per cent in a country

where inflation is running in

the mid-30s.

As a result, foreign exchange
reserves rose in April and were
steady during May. The reflow

of capital that occurred was a
break with the past, suggested
Ms de Krivoy. “In the past, in

an election year and with polit-

ical uncertainties, our experi-

ence was that capital flows

were a one-way traffic out of

the country and would not
have come back before the
elections."

Bankers in Caracas agree
that the central bank was an
important bulwark against

instability during the political

crisis. But they criticise the

bank for allowing interest

rates to foil too rapidly in early

May. which meant only that

they had to be jacked up again

sharply later in the month.

The rapid faff in interest

rates suggests to some that,

nominally independent though

the central bank is, it is prey to

political influence. As bench-

mark interest rates fell below

42 per cent last week, some
hankers reckoned rates had

ygpiin - perhaps for political

reasons - been allowed to foil

too for for comfort
Some financiers believe Ms

de Krivoy is walking a fine line

between trying to establish the

central bank’s reputation as an
independent agency while not

exposing her own position for

what it is: precarious.

Unlike Iter successors, Ms de
Krivoy was not confirmed by
the senate, and the institution

has little popular support. Fur-

thermore, according to the new
central bank law, the president

and the directors can be
removed by the president fin: a
variety of reasons, including

“failure to perform the respon-

sibilities of the position”.

Thus while the central bank
may have some independence

when the executive is weak, as

it has been this year, things

would be different under a

strong president “If (presiden-

tial candidate Rafael) Caldera

becomes president, Ruth de
Krivoy will be history,” said

one banker. Mr Caldera, a for-

mer president offering a popu-
list election, platform, is one of

two leading contenders.

Furthermore, unless action

is taken by Congress to cut the

budget deficit, interest rates

will have to remain high far

some time, intensifying
already significant pressure on

Ruth de Krivoy: admits growth tills year wffl below

the central bank. per of gross domestic

Ms de Krivoy does not deny product last year and is expec-

that high interest rates will ted to be 4 or more per cart

taite its toll on the economy: this year. Tax legislation will

“Growth this year win be low." be needed this year - a pro -

She declined to be more spe- posed partial value added tax %
cific, but growth of between 2 and a corporate assets tax> to

and 4 per cent does not seem bring it down to 2 per cent

out of the question, compared next year,

with last year's 7 per cent and Legislators differ on the

the 1991 figure of more than 10 probability of this going into

per cent law this year. The tax bills are

She said the central bank likely to be included in an
had taken the course that - enabling law which congress

given the political uncertainty must pass before its session

and a budget deficit that ends on August 15 before the

remains a cause of concern to elections. This would allow the

ftnanria

l

markets - it believed bills to be enacted by preside^,

would niintrmHP social costs, rial decree,

the impact on inflation and on In the mean time, the central

international reserves. bank has some communicating

The key to sustainably lower to do. “We have to explain that

interest rates, according to the it’s not just a matter of forcing

central bank president, is a interest rates to come down in

period of political stability and a way that doesn't reflect the

action by congress to reduce true situation of the country,”

the budget deficit This ran at 6 said Ms de Krivoy. A
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Haiti’s army leader offers talks
NEW TALKS aimed at restoring exiled

President Jean-Bertrand Aristide to power in

Haiti are expected to begin later this week fol-

lowing a “positive" response from the country’s

military rulers, Mr Dante Caputo. the special

UN mediator, said yesterday, writes Michael
Littlejohns, CX Correspondent, in New York.
Mr Caputo said a letter from General Raoul

Cedras. chief of Haiti’s armed forces, saying he
was willing to meet Fr Aristide, “opens up possi-

bilities for fruitful negotiations". Gen Cedras ted

the September 1991 coup that ousted the presi-

dent
However, a UN spokesman said sanctions

against Haiti were stifl likely to go into effect

today, despite the apparent progress. Hie Secu-

rity Council last week ordered an oil and arms
embargo against the Caribbean country but
delayed its implementation pending new efforts

to reinstate Fr Aristide.
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Enduring foe of Japan’s provinces
Robert Thomson visits a once-thriving city blighted by the recession

~W T iniuntTinW ITHOUT much
prompting, the resi-
dents of Kamaishi, In

northern Japan, will vividly
describe how they or their fore-
bears rebuilt the city on the
nibble of devastation wreaked
by tidal waves and US wartime
bombing raids.

But the confidence displayed
in past conflicts with calamity
Is being severely tested by a
more enduring foe, recession.
A steel plant has been gradu-
ally decommissioned, the fish-
ing industry is in decline and.
now, the Iqbal bank, Kamaishi
Sh inkin. is to be liquidated.
“Kamaishi Bank was like the

local doctor. Now we will have
to deal with the big hospitals,

**

said Mr Morto Wada, head of
the chamber of commerce. The
“big hospitals" are the regional
ba&ks taking over the 12
branches of the Shinkin, which
is on the lowest rung of the
Japanese banking hierarchy.
Kamaishi is unusually

blighted, but some causes of its
ills are shared by other provin-
cial Japanese cities, and the
political upheaval in Tokyo
has added to the economic
uncertainty in regional areas.
The continuing downturn

has most hurt centres already
made vulnerable by structural
changes such as manufactur-
ers relocating to lower-cost
east Asian countries and the
steady outward flow of young
workers to larger regional
cities and Tokyo.
Kamaishi Shlnkin’s death

was the direct result of its role

as the local provider of funds
to small business, as money
was pumped into ailing compa-
nies unable to raise funds from
other sources. For its sins of
commission, the bank’s bad
loans are now estimated at 41

Session in the regions
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per cent of its Y35.6bn portfo-
lio, though a regional banker
said the final non-performing
figure would be dose to half
the outstanding loans.

Having been file site of the
country’s first blast furnace for

pig iron in 1857, Kamaishi now
has the ignominy of being
home to the first Japanese
bank to receive liquidation
assistance from

,
the Deposit

Insurance Corporation, likely

to provide about Y20bn to
ensure that depositors are not
ont of pocket
For Japanese outside

Ramaighi
, the most disturbing

characteristic of the bank’s
demise is that it was not a
result of stock and property
speculation during the “bubble
era" of the late 1980s. The fail-

ure of finance companies with
a taste for speculation is seen
as an inevitable result of their

excesses and not as a sign that

1967. 88

the established order is crumb-
ling.

“It’s a terrible thing that the
name Kamaishi Rank will dis-

appear," lamented Mr Take-
yoshi Noda, the city’s mayor,
whose office is coloured by rel-

ics of Kamaishi's glory days.

The Nippon Steel Kamaishi
rugby team won the national
title seven years in succession
during the 1970s. Mr Noda has
a bruised rugby ball atop a dis-

play cabinet.

But as Nippon Steel, the
world’s largest steelmaker, has
scaled down its plant, transfer-

mg operations to newer facto-

ries In the south, the rugby
team has also lost potency.
There is a smaller pool from
which to select players, as
Kamalshi’s population peaked
in 1963 at 92,123, and fell to

50J520 this year.

The area’s struggling busi-

nesses were further shaken

last year when the Japanese
government estimated that
Kamaishi would have a popula-

tion of only 27,000 In the year
2010. Mr Noda thinks the calcu-

lation did not take into
account efforts to revive the
city, including a Nippon Steel-

sponsored mushroom farm and
a building materials company.
But it is these new ventures

which have been most exposed
to the harsh winds of reces-

sion. The city had hoped that

Nippon Steel would build a
theme park on an old factory

site, but the poor response to
Space World, another theme
park built at a former steel

plant in the south, led to the
shelving of those plans.

The building materials ven-
ture has been bruised by the

fall in private construction
demand. An increase in public

works spending this year may
help, but demand for private
housing in Kamaishi is falling

in tandem with the population.

Mr Noda has high hopes for an
office furniture venture, but
demand will be dampened by
securities houses’ planned 68
per cent cut in capital spend-

ing this year and smaller
reductions by other institu-

tions.

“There was no financial bub-

ble in Kamaishi, but we have
been hurt by the bubble’s col-

lapse simply because the real

economy has been hurt,” Mr
Noda said. “Land prices were
falling here, when they were
surging in Tokyo, but now we
find it difficult to offer young
people good jobs. We have to

create more projects.”

Local businesses fear that

the regional hanks may not be
as willing to risk funds on a
new venture which could have
expected support from

Kamaishi Shinkin, officially

thought to have been too sym-
pathetic to the local cause. One
regional hankwr said the the
small bank had been more
interested in “sentiment tha^

asset-backing”.

Three years ago. Mr Susumu
Oikawa was sent from the
finance ministry to restructure

The severe

downturn in

the national
economy has
pushed many
businesses over
the edge

Kamaishi Shinkin, as it was
hoped that low-interest loans

from the Shinkin hanks’ gov-

erning body would be enough
to ensure survival. But, as Mr
Oikawa explained

,
the continu-

ing downturn in the national
economy has pushed many
businesses, including his bank t

over the edge.

“Some Kamaishi people
invested in stocks, but that did

not bring down their compa-
nies,” said Mr Oikawa, aged 58,

who will be idle after the for-

mal liquidation in October. His
transfer was a form of amaku-
dari, a descent from bureau-
cratic heaven to a private

financial institution.

“Many Japanese have a tra-

ditional image of Kamaishi as
a robust, steel producing city,

but when I came here 1 was
quite surprised. Businesses
were In trouble, and it has got

worse." he said.

Growing signs

of economy
bottoming out
By Charles Leadbeater
in Tokyo

A CLUTCH of economic
statistics published yesterday
added further weight to claims
that the Japanese economy is

bottoming out after a two-year

decline.

A wide-ranging quarterly
survey conducted by the
Finance Ministry found that

business confidence improved
markedly in the second quarter

of the year, the second consec-

utive quarter of improvement
The Economic Planning

Agency said the economy was
bottoming out in its commen-
tary on its index of leading
indicators, which stood at 70
per cent in April. It was the

fourth consecutive month the
index has stood at more than
50 per cent A reading of Less

than that is taken to forecast a
deterioration in the economy.
The cautious optimism in the

surveys may be encouraged by
the yen's sudden weakening in

the past few days in response

to the political turmoil trig-

gered by the defeat of the gov-

ernment in a no-confidence
vote last Friday.

The yen closed at Ylll.25
against the dollar, down Y0.77

from its close on Monday. The
fall in the currency will be wel-

comed by exporters.

Another government survey
found household spending in

April was slightly higher than
the same month last year, the
second consecutive monthly
Improvement
However, both the EPA and

the Finance Ministry stressed
it was too early to say that the
economy was starting to
recover even if it was bottom-
ing out Personal consumption
remains depressed, capital
investment is being cut and in
the longer run political insta-

bility could throw in doubt the
government’s ability to sup-
port the economy with further
fiscal measures after the July
18 election.

The Finance Ministry’s May
survey of business confidence
among 4,673 manufacturing
companies put the index of

business sentiment at minus
12.2 compared with minus 20 in

the February survey.

Large companies expect busi-

ness conditions to recover from
the final three months of this

year. Profits in the first half of

the financial year to next April

will fall slightly compared with
last year, but this drop will be
more than offset by a profits

recovery in the second half of

the year, the survey found.

Companies’ worries about
whether they are carrying
excess labour are also easing.

About 8.7 per cent of compa-
nies in the May survey said

they were carrying excess
labour compared with 9.3 per
cent in the February survey.

The rise in the EPA’s leading

index to 70 per cent was due to

a rise in housing orders,

demand for consumer durables

and the money supply. House-
hold spending rose by 1.6 per
cent in real terms in April,

compared with the same
month last year.

Pakistan still seeks political

peace after Sharifs return
Farhan Bokhari on tensions which threaten democracy
“Due to present political crisis,

progress is stalled, development
is hampered Pakistan is suffer-

ing”

S
O SAYS a large front-

page advertisement in a
local newspaper, signed

by 10 leading businessmen.
The ad also lists 30 “important

achievements" of Mr Nawaz
Sharif, prime minister, with a
caption which reads: “No man
has done so much in such a
short time".

While supported by many in

business, who are keen to see

progress in his economic
reform plans, the recently rein-

stated Mr Sharif is faced with

.

equally passionate critics who
claim his government has been
corrupt and ineffective.

The polarised environment
that has resulted is perhaps
the most important source of

continuing political uncer-

tainty in Pakistan, a country

which has lived under martial

law for more than half of its

4&year history.

Mr Sharif and politicians

loyal to him say publicly that

they are in command after the

supreme court's verdict last

month, which overturned an
earlier presidential order and
restored the government But
the prime minister is facing

strained relations with at least

two of the country’s four prov-

inces.

Tensions with President

Ghulam Ishaq Khan have only

just begun to recede, though

no one knows if the two lead-

ers will return to a normal
working relationship. Mr Khan
said last week he would wel-

come Mr Sharif if the prime
minister came to visit him.
Since the government’s resto-

ration four weeks ago, the two
met only once and briefly, on
the return of the corpses of

Pakistani soldiers who were
Trilled in Somalia.

Mr Sharif and Ms Benazir
Bhutto, the opposition leader,

hitter foes for almost five

years, have formed committees

of aides in an attempt to

resolve their differences. Both
leaders have a stake in saving

the democratic system,
because their own futures

will be determined by its

future.

B ut there are few signs of

any imminent break-

through- Ms Bhutto is

demanding basic electoral

reforms, formation of a broad-

based “national government"
which includes the opposition,

and fresh mid-term elections.

“Nothing short of a national

government with fresh elec-

tions will get political stability.

Otherwise, we’ll have manipu-
lations. Somebody will be up,

somebody will be down," said

Ms Bhutto recently in support

of her demands.
One of her party MPs is

expected to participate in a

parliamentary committee set

up over the weekend to recom-

mend constitutional changes.
Among those are certain to be

proposals for repealing the con-

troversial constitutional
amendment which empowers
the president to sack elected

assemblies and call elections.

Mr Sharif has so far shown
few signs of giving ground.
The cases of corruption against

Ms Bhutto which were filed

against her after her govern-

ment’s dismissal in August
2900, though never proved In

court, have still not been with-

drawn.
In addition, the opposition

claims that some of its support-

ers are still being persecuted.

“If the prime minister Is not

even prepared to pay the price

of peanuts for initiating talks

with the opposition, then I

don't think we are going to get

anywhere," Ms Bhutto olds.

Its also not dear how far Ms
Bhutto is willing to compro-
mise. especially after recent

reports of a dent in her popu-

larity following her party’s

decision to join the govern-

ment of Mr Balakh Sher

Mazari, the interim prime min-

ister who briefly replaced Mr
Sharif.

In its efforts to seek political

peace, the government feels

encouraged that the other

important actor in Pakistani

politics, the army, has so far

remained neutral. The defence

budget was only raised by 13
per cent this, year, far below

inflation, which is officially

estimated at around 10 per

cent. That step has been
widely seen as a sign that the

government has some support

from the army to undertake its

economic reform policies.

However, should there be, in
the worst case, political dead-
lock, street demonstrations,
and/or the refusal of the prov-

inces to work with the centre,

there could be an opportunity
for troops to be called to take
control of the situation.

M r Khan's term of

office ends In
November, and it is

still unclear if he will seek a
second term. The prime minis-

ter is believed to be unwilling

to hold elections before then,

fearing that the president’s

supporters, joined by the oppo-

sition, would launch a fierce

attack against him.
“Nawaz Sharif has staged a

legal come-back, not a political

come-back. The political rea-

sons that led to the dismissal

of the Sharif government still

tie unanswered and unre-
dressed," says Ms Bhutto.

Other critics also argue that

the government must first

establish political peace before

becoming confident that it is

back to stay and that the coun-

try is back on the road to

democracy and economic liber-

alisation.

The future of economic
reforms will be the ultimate

test case, says the chief execu-

tive of a large company in

Karachi, Pakistan’s business

capital. “But right now with all

this political uncertainty, the

prospects don’t seem terribly

good unless things settle

down."

Prime Minister Paul Keating ofAustralia and Us wife view
North Korean territory from the observation platform during
a tour of the Korean border village Panmuzqom

NZ to keep

to tough

policies
MS RUTH Richardson. New
Zealand finance minister, said

yesterday her election-year
budget next week would stick

to economic policies that have
led the country out of eco-

nomic crisis but made the gov-
ernment deeply unpopular.
Renter reports from Welling-

ton.

She said in an interview that

the July l budget - five

months before a general elec-

tion - would display fiscal

responsibility to maintain New
Zealand’s economic recovery.

Ms Richardson said she
expected the deficit to swing
into surplus before the turn of
the century.

Chinese party

cracks whip
China's Communist Party, in a
frank admission of its declin-

ing influence in the country-

side, has issued a circular
ordering local officials to

abide strictly by central eco-

nomic directives or face pun-
ishment, Reuter reports from
Beijing.

The party’s commission for

discipline said Beijing’s
attempts to ensure orderly eco-

nomic growth were being
undermined as local officials

flout orders.

Tanzanian banker
Mr Gilman Rntihinda. 49. gov-
ernor of Tanzania’s central

bank, has died in a London
hospital, his office announced
yesterday, Reuter reports from
Dar-es-Salaam.

Threat to aid may complete Sierra Leone’s misery
Theodore Liasi

SRRA LEONE, though rich

diamonds and other miner-

is ranked second last by

; United Nations in its latest

man development index,

th a worse quality of life for

citizens than anywhere. in

; world except neighbouring

tinea.

Sndemlc diamond smug-
ng, four military coups, a

festering civil war and a with-

drawal of some western aid

following human rights abuses

have left the populace depen-

dent in large measure on non-

governmental aid agencies.

Even this may be in jeop-

ardy: The finance ministry has

threatened to introduce a levy

on all imports, including relief

aid. The Red Cross has warned

that it would be forced to

withdraw from the country if

aid was not exempted.

As the number of refugees

fleeing fighting in the eastern

and southern districts

increases - it is put at 1m
- huge camps have appeared,

fftdi housing up to 20,000 peo-

ple in makeshift huts and dis-

used buildings across the
country. With the onset of fixe

rainy season aid agencies fear

the temporary housing- usu-

ally constructed out of grass

reeds -will be washed away.

As Mr Joseph Quam, eastern

co-ordinator for Unicef, which
plays an integral role in the

distribution of food, medicine
and clothing, explains, the

relief programme should be
malting way for the next phase

of rehabilitation. “We keep
pushing back the relief phase.

We thought that by now we
would have finished with
relief and moved to rehabilita-

tion, of which there is a lot to

be done."
Consequently, the relief pro-

gramme will have to continue
at least until the end of this

year, and the relief agencies

are concerned that they win
not be able to guarantee
resources for the duration.

Siena Leone, a former Brit-

ish colony of 4.7m in a country
the size of Scotland, has
entered its second year under

a new government following

the overthrow of President
Joseph Momob in a bloodless

military coup in April 1992.

The National Provisional
Ruling Council, led by 27-year-

old Captain Valentine Strasser
- known as “the Redeemer" -

on seizing power vowed to
eradicate corruption and nepo-
tism. But there is still little to

cheer about
Smuggling of diamonds

remains commonplace, and
recent incursions by rebel
forces into mining areas have
also interrupted operations.
Last Christmas saw the sum-

mary executions of 26 alleged
rebels. This resulted in Britain

suspending economic aid. The
EC has also been reviewing its

position. The government says
human rights abuses under
the old regime were ignored
by the west

Algeria
unveils

blueprint

for fresh

elections
By Mark Nicholson In Algiers

ALGERIA'S military-backed
five-man presidency has
unveiled a draft blueprint for

“the return of the electoral pro-
cess" in the country, according

to which presidential elections

will be held by 1996 at the ear-

liest

Under the blueprint, circu-

lated on Monday to political

parties and other interest
groups, the ruling High State

Council |HSC). as the joint

presidency is known, will hand
over power at the end of

December to a new presiden-

tial body. This will oversee a
transition period of two to

three years before elections.

A National Consultative
Council, embracing political,

economic and social groups,
will be formed to advise the

presidency during the transi-

tion. along with a new transi-

tional government, according
to the document. It also com-
mits Algeria to an accelerated

opening of its failing and
largely state-held economy,
saying “our economy needs,
now more than ever, another
strategy, a new model".
The draft plan follows three

rounds of talks between the
HSC and several, though not
all, of Algeria's leading opposi-

tion parties and national asso-

ciations. The dialogue excluded
among others the outlawed
Islamic Salvation Front (FIS),

whose proximity to outright
victory in a 1991 general elec-

tion prompted the cancellation

of the poll by the government,
and threw Algeria into its pres-

ent political crisis.

The HSC's announcement is

the first timetable for the
resumption of any form of

democracy since it took over
from President Cbadli Bendje-
did after the abortive first

round of elections. Its decision

to hand over at the end of this

year coincides with what
would have been the expiry of

Mr Chadli's presidential term.

The document is due to be
discussed at a national confer-

ence or political and other
interest groups, possibly next
month. The resulting propos-

als, which Monday's document
says will include alterations to

the electoral law and some
parts of the constitution, will

be put to a referendum in the

autumn. The 1989 constitution

will stay in place during the

transition.

Diplomats in Algiers said the

HSC's programme was
designed to rally what consen-
sus the government can mus-
ter while attempting to shore
up its legitimacy in the
absence of elections. However,
they pointed out that political

parties were still likely to dis-

agree considerably on the
detail of the blueprint.

Moreover, the proposals
come as the government tight-

ens further its military crack-
down on FIS extremists in the

face of a steady series of

bloody FIS ambushes of police

and military targets. More
than 15,000 troops are deployed
in and around the capital.

Although the document says
that Islam will remain the
“state religion” and is the
“foundation of society and the
root oF its values", it does not
envisage lifting the ban on FIS,

which drew some 3m votes in

the 1991 polL Instead, it empha-
sises that the government will

'proceed with the eradication
of terrorism" during the transi-

tion.

Francis Ghtlds adds: Prof
Mahamed Boukhobza, head of
Algeria's National Institute for

Global Strategy and a
respected sociologist, was
assassinated yesterday in
Algiers, knifed in his flat. His
murder comes three months
after the slaying of his prede-

cessor and former education
minister. . Prof Djilalli Lyabes.
Meanwhile 40 conscript sol-

diers in a platoon hunting
Islamic fundamentalists in the

Chrea mountainous range
above Blida, south of Algiers,

were killed at the weekend, it

was learnt yesterday. The mas-
sacre was the worst since the
insurrection began.
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Foreign banks ‘started India seal

By Shfcaz Sfdtwa m New Deffii

AN INDIAN parliamentary committee

yesterday blamed foreign banks oper-

ating in India for initiating the

Rs50bn (£1.1bn) Bombay financial

scandal and suggested in a draft

report that all Hanks in the country,

Indian and foreign, be brought under

strict parliamentary control.

The joint parliamentary committee

set up last year to investigate the

stock market scandal said in its sec-

ond draft report “Foreign banks have

been initiators of the scam as well as

major players. With their tremendous
thar,- i-imif- f-hetr aeeressive

posture and pasturing, they can. if

they choose, play havoc with the

economy.”
The report came down heavily on

the Reserve Bank of India, the coun-

try’s central hank, for not putting in

place a system of inspection for finan-

cial institutions. “Deregularisation

and liberalisation without effective

checks and balances would be an
unmitigated disaster."

The Finance Ministry had also

failed to “exercise much closer super-

vision of the entire securities and

banking transactions" of all banks,

and was accused of "not monitoring
...VnHnao nr lmrtertfltino-

formal assessments of alleged irregu-

larities in the stock markets, despite

being the sole authority responsible

for this".

• Three government employees were
badly hurt when militants fired a

rocket yesterday at the civil secretar-

iat building, seat of the Jammu and
Kashmir government, in Srinagar.

A pro-Pakistani militant group.

Operation Balakote. telephoned a

local newspaper office claiming

responsibility for the attack, minutes

after the rocket pierced through the

second-floor office of Mr R K Sayeed.

an adviser to the Jammu and Kash-

mir governor, injuring his staff.

Harare to allow foreign

exchange bank accounts
ZIMBABWE is changing its currency
regulations to let citizens and foreign-

ers hold bank accounts in foreign

exchange with no questions asked,

according to Mr Kombo Moyana, cen-

tral bank governor. Reuter reports

from Harare.
“Capital brought Into the FCDA

(foreign currency denominated
account) will not be subject to tax and
proof of sources will not be required,"

he said. “As an incentive, no with-

holding tax will be levied on the inter-

est earned by these accounts."

President Robert Mugabe flew to

London this week to campaign for
investment from British business
leaders. He was expected to announce
changes to foreign exchange rules,

which investors see as a curb on their

presence. A long-standing ban on for-

eign businesses investing on the local

stock market was abolished in April
They are now allowed to remit most
of their profits.

The Zimbabwean economy shrank
by 12 per cent last year. Economists
expect it to decline again this year.
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Minister refuses to quit over Nadir
By Ralph Atkins in London
and PhBip Stephens

in Copenhagen

MR JOHN MAJOR last night
faced a fresh test of his politi-

cal authority when the minis-

ter at the centre of the row
over Tory links with fugitive

businessman Mr Asil Nadir
made clear he would not resign

without being pushed.

As the prime minister and
Tory party chairman reacted
angrily to the latest allegations

over undisclosed donations to

the Conservative party. Mr
Michael Mates, Northern
Ireland minister, said: "I have
done nothing wrong”.
The prime minister had

expressed "foil confidence" in

him. Mr Mates said, as he sig-

nalled that he thought the ini-

tiative lay firmly with Down-

ing Street: "in the end, of

course, this matter is in the

hands of the prime minister.”

His comments came despite

mounting pressure from senior

Tory MPs for Mr Mates to

resign after revelations about a

watch he gave to Mr Nadir and

a car lent by a public relations

adviser working for the head of
the collapsed Polly Peck busi-

ness empire.

Speaking in Copenhagen
after the European Community
summit, Mr Major left the clear

impression that he would be
ready to accept Mr Mates’ res-

ignation but had not yet

decided to sack him. If the

stand-off is not resolved by
tomorrow, the Tories’ back-

bench 1922 committee may
urge that Mr Mates be
sacked.

Mr Major angrily denounced

as “fantasy” reports that the

Conservative Party had
accepted contributions from
the Saudi Royal family and

flatly rejected calls for the

party to reveal the names of its

donors. Clearly enraged about

the continuing suggestions

that the Tory party was funded

through much of the 1980s

from questionable sources, the

primp minister offered another

faint that It is preparing to pay

back money contributed by Mr
Nadir, if “tainted”.

Separately, Sir Norman
Fowler, Tory party chairman,
used a Commons debate on fin-

ancing of political parties to

attack Touche Ross, liquida-

tors to Polly Peck, for taking

two years to reply to a letter

from Conservative Central

Office on Mr Nadir's £4404)00

donations and for leaking

information to newspapers.

Mr Major did little to dis-

guise his anger at the stream

of allegations about contribu-

tors to Conservative funds.

Referring to a report in the

Guardian that a member of the

Saudi Royal family had con-

tributed several million pounds

to the Conservatives just

before the last election he
insisted: “The story is total

fantasy from the beginning to

the end. The Conservative
party does not accept money
from foreign governments or
from royal fornixes and has not
done so".

Speaking in tones which
revealed his exasperation at

the way the issue has over-

shadowed his efforts to restore

the government's battered for-

tunes, Mr Major repeatedly
defended the principle of anon-

ymous donations from Individ-

uals: “There are people who
donate money who require

anonymity. I don't see any logi-

cal reason to change that"

Administrators

to contest £8m
Nadir share deal

British MPs register

sympathies in Cyprus

By Sue Stuart

and Amkew Jack

THE ADMINISTRATORS to

Polly Peck International are to

appear in court early next
month to fight for cancellation

of a transfer of £8m in shares

from a subsidiary in the group
to Mr Asil Nadir.

Lawyers for the administra-

tors wtll appear in the Isle of

Man courts on July 6 to dis-

pute the transfer of the shares

held by Voyager, a Manx-regis-

tered company, which took

place four days before PPI
entered administration in Octo-

ber 1990.

They will argue that the

transfer of shares in A N
Graphics, a Turkish printing

company, was invalid because
it took place at an illegally con-

stituted board meeting held
without notifying all directors.

Details emerged as the Isle of
Man government prepared to

acquire the assets of another
Manx company owned person-

ally by Mr Asil Nadir.

HiUgate Limited, registered

in the Isle of Man since 1973, is

due to be struck off the island’s

companies' register for not fil-

ing annual returns since 1990.

Under the island's company
law, assets of companies struck

off become the property of the

Manx treasury. Mr Nadir is

listed as ffitlgate's major share-

holder.

HilLgate's assets Include a
Jersey-registered company,
Restro, used by Mr Nadir for

his dealings in Polly Peck
group shares. Both are Us per-

sonal companies and not part

of Polly Peck.

The Manx company was set

up as part of a legal capital

gains tax avoidance scheme.
Such schemes were popular at

the time particularly for take-

overs and flotations.

By exchanging UK company
shares for shares in an
offshore company in a “paper-

for-paper” transaction capital

gains tax was avoided when
the shares were sold to the
public.

Hillgate was first

incorporated as Wearwell
Holdings, then changed its

name in 1980. In December 1990

three Manx nominee directors

resigned and since then the
company has been without
directors and has filed no
annual returns.

As well as Mr Nadir's hold-

ing of 800 B shares, there is a
block of 97 A shares held by a
nominee company. It has not
been possible to identify the
beneficial owner of these
shares.

I
T IS about ten years since

a small group of MPs - one
Conservative and two

Labour - first made a week-
long visit to northern Cyprus
at the invitation of the Turkish

republic’s government
Since then, the All Party

Friends of Northern Cyprus
Parliamentary Group has
grown into an influential body
with some 60 members from
both houses of parliament
The group - registered with

parliamentary authorities and
structured like scores of simi-

lar all-party bodies focusing on
particular countries or territo-

ries - campaigns for a settle-

ment to the island's problems
based on the equal treatment

of Turkish and Greek Cypriots.

The group’s position is

broadly in sympathy with the

Turkish Cypriot cause. “We
thought they had a case that

needed to be aired,” says Sir

Keith Speed, the Conservative

MP and group's chairman.

The group has helped
arrange a succession of visits

by parliamentarians to north-
ern Cyprus, with expenses paid

by the northern Cypriot
authorities, the most recent
during this year's Easter
recess. Twelve MPs from four
parties took part in the trip,

led by Mr Andrew Faulds, a
Labour MP and a vice-chair-

man tit the group. The visit -

described as a “perfectly stan-

dard trip” by Mr Faulds - com-

David Owen
and Gillian Tett
examine an
influential body
bined meetings with senior pol-

iticians with visits to archaeo-

logical sites, a brewery and an
orange juice factory.

Mr Faulds intends to arrange

a meeting with Mr Douglas
Hurd, foreign secretary, to

report on the trip and hopes
there will be more.

The most recent register of
MPs' interests indicates that

four Conservative MPs - Mr
Richard Alexander, Mr Terry
Dicks, Mr Peter Fly and Mr
Robert Jones, - visited the
island in September 1992 as
guests of the northern Cyprus
authorities.

Mr Jones, chairman of the
environment select committee,

said the trip was “to learn at

first hand the prospects of a
political settlement there, at
the expense of the local admin-
istration.” He hopes to set up a
similar visit to the Greek side

of the island.

Sir Keith is one of at least

three MPs with property in
northern Cyprus - a three-bed-

roomed bungalow be and his

wife bought when it was close

to derelict in 1987. Mr John
Taylor, Ulster Unionist MP.

lists two cottages in northern
Cyprus in the register of MPs’
interests. He bought the prop-
erty before the island was
divided and has “been there for

22 years”. Sir Dudley Smith,
the Conservative MP, has
leased a house in northern
Cyprus for eight years.

In an unusual step, the
group released a 220-word
statement following Mr Asil
Nadir's flight to northern
Cyprus urging him to “con-
sider his position and volun-

tarily return to Britain where
he can face the charges alleged

against him.
“We cannot condone the

breaking of bail by anyone to

flee from British justice,” the
statement said.

“The reason why there is no
extradition treaty is because
the UK government will not
recognise the Turkish Republic
of Northern Cyprus,” it said.

MPs belonging to the group
express concern that Mr
Nadir’s action has made the
prospects of an acceptable set-

tlement more remote. “Asil
Nadir has queered the pitch
and he has not helped bis pres-

ident,” according to Mr Faulds.

Sir Keith says his personal
view as chairman of the group
is that it would be best to “let

the dust settle" before further

trips to northern Cyprus by
parliamentarians are arranged.
“But it would not stop me from
going on holiday there.”

Britain in brief Demand for

graduates up

flfe •

Rebel threat

over extra

Euro-seats
The government is set to face

a Euro-sceptic rebellion ova’

the legislation to create six

extra UK seats for the Euro-

pean parliament
Debate on the legislation

was planned for this week, but
was delayed because ministers

feared defeat It is now provi-

sionally scheduled for next
week.
Under the planned arrange-

ments, five of the six extra
seats will go to England and
one will go to Wales.
Labour opposes the legisla-

tion because there is no provi-
sion for an extra seat for Scot-

land.

Demand from employers in the

UK for this summer's crop of

college leavers, after a slow

start in the autumn, has sud-

denly increased, according to

recruiters and gradaate

careers services.

The Central Services Unit

said that over the past six

weeks it had seen “a small Mrt

discernible upturn being noti-

fied". There have also been a

number of late bookings by

employers for the summer,

recruitment fairs currently

being held, said the unit

Ms Kate Tyzadt Association

of Graduate Recruiters chair-

man a"d recruitment manager

for Marks and Spencer, said

the situation was “very fast

moving and positive” for grad-

uates seeking jobs.

Mr Heron was presenting the

post Office's results for the

year 1992-3, showing the 17th

successive year of unsubsi-

dised profits- Pre tax profits

were up 15 per cent at a record

£2S3m.

NSM attacks

coal pit plan
NSM, the private mining

group, condemned the

government’s plans to

private British Coal as

a “farce" and said it

would not be bidding for any

of the 20 pits put out to tender

under the present rules.

The company was previously

thought to be a likely bidder

for some of the mines. Its deci-

sion to rule itself out of '"the

privatisation process is a fur-

ther blow to the government’s

plans to sell off 20 of British

Coal’s pits.

Directors seek
post decision

Deadline bid

for naval deal
The political battle over the
award of Trident submarine
work took a surprise turn yes-

terday when the Rosyth naval
dockyard in Fife. Scotland,
made an llth-hour bid to swing
the government’s decision with
a radical new cut-price scheme.

Its new plan, designed to
stop the crucial submarine
refit business going to Plym-
outh's Devonport yard, would
require Ministry of Defence
investment of just flfflm, half

the cost of Devonport’s latest

bid.

Rosyth's managers, Babcock
Thorn, announced the proposal
just two days before the cabi-

net was expected to make its

long-delayed decision on which
yard should become the sole

UK site for refitting and
refuelling nuclear-powered
submarines.
Thousands of jobs hang on

the verdict Although the loser

is expected to receive guaran-
tees of other naval work, its

long-term survival will be in

doubL
A spokesman for Devonport

dismissed the bid as “a special

last-minute one-day-sale offer,’*

and said that it could have no
credibility.

Post Office directors renewed
their pleas for a government
decision over privatising the

Post Office. Mr Michael Heron,

chairman, said recent signals

from the government threw
“very little light” on whether

privatisation would go ahead.

Women need t&

network more
Men are seven times more
likely than women to get a

new job by using personal con-

tacts, according to a survey of

redundant executives.

Women have fewer female
contemporaries at senior levels

in business and find it difficult

to approach men to gain infor-

mation about job opportuni-

ties, said InterExec, the
employment consultancy.

Judgment in

‘phantom’ case

Modigliani's Tete de Jeune
Fille made £2.86m at a sale of
Impressionist and modem art

.

at Christie's, London. Fifty-
eight lots brought £!7Jm ,

A judge cleared the way for a
mass legal action against
banks and building societies

by customers claiming to have
lost money through fraudulent

or “phantom” withdrawals
from automated teller
machines.

.

In the first significant judg-
ment In the phantom with-
drawals action by customers
of five banks and building
societies, a judge allowed the
actions toproceed together ini-

tially.

But the judge made clear
that judgments in cases where
plaintiffs claim that bank tech-

nology has allowed withdraw-
als from their'-accounts even
though they lad not disclosed

their personal Identification

numbers to others would even-
tually.be made individually in

the county courts.
.
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From Manhattan to Madrid, more people around the
BECAUSE Citibank’s worldwide branch network enables

customers to manage their money anywhere, anytime.

BECAUSE Citibank is the leading global private bank,
providing clients with unparalleled wealth management'

and investment
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Lloyd’s reports record
£2.91bn loss for 1990

NEWS: UK

By Richard Lapper

LLOYD’S OP LONDON
yesterday reported its highest
ever losses and warned that
resources to compensate thou-
sands of its hardest hit Names
were limited

Mr David Rowland, chair-
man, told some 1,200 Names -
the individuals whose assets
support Lloyd's - that losses of
£2-91bn for 1990 represented a
“low point” of the insurance
market’s 305 year history.

Mr Rowland told Lloyd's
annual general meeting that
the latest figures reflected “an
overall level of performance”
which is “unacceptable and
must never be repeated".

The loss is the third in suc-
cession by Lloyd's, which
reports its results three years
in arrears. It follows a deficit

of E2.06bn in 1989 and £510m in
1988. Losses of over £lbn are
expected when Lloyd's reports
its 1991 losses next year. Sev-
eral thousand of the market’s
30,000 Names face financial

ruin as a result and are suing
their agents for compensation.
Mr Rowland said he wanted

“to see that proper recompense
is made to any who have been
wronged by their agents or

others". However he urged
names to support Lloyd's in its
efforts to achieve an out-of-
court settlement to these dis-
putes.

Mr Rowland also warned
that moves by some Names to
press new corporate investors
to pay for post losses were nei-
ther “practical nor timely".
Lloyd's announced in its

business plan, published in
April, that it hopes to attract
companies to participate as
"incorporated Names" next
year.

“I have no intention of sell-
ing participation in the society
at a foolish price (but) if we
want new capital we have to
compete for it with other
attractive investments which
do not carry with them the
same track record,” added Mr
Rowland.
Separately Lloyd's said that

its total loss had been inflated

by some £600m because in
some cases two sets of syndi-
cates had set aside reserves to
meet the same loss.

The capital base of Lloyd’s of
London has been ctented by the
insurance market’s record
losses of £2.91bn, but a strong
increase in the reserves held to

pay future claims mean that

Euro-MPs hear of ‘series of

attacks on rights of workers9

By Roland Adburgham, Wales
and WOst Correspondent

AN INDUSTRIAL dispute at a
Bristol printing company has
been raised in the European
parliament by a Labour MEP
as an example of what he said

was a series of attacks on the

rights of workers in the UK-
One hundred and twenty two

members of the GPMU print

union were dismissed on April

26 by the family company of

J.W. Arrowsmith after voting
for industrial action in pursuit

of a £6.50 a week pay rise.

They were subsequently sent
letters offering re-engagement
at their previous levels of pay
but were told that the .com-

pany would no longer recog-

nise the union and there would
be personal contracts.

Since then only six workers
have been re-employed and the
company, founded in 1854, has
been picketed by the dismissed

staff. The union says the aver-

age length of service is 20
years. Mr John Price, a union
branch official, said: “It is an
old family firm It has been a
very flexible workforce and
this is their reward.”

Mr Ian White, MEP for Bris-

tol and Bath, has presented a
petition signed by the sacked
workers to the European par-

liament with a declaration con-

demning the UK government
for allowing such action by
employers, '"nds is not just an
isolated incident,” he said.

“The problems at Arrows-
mith’s are just part of a series

of attacks on the rights of

workers in the UK."
Miss Victoria Arrowsmith-

Brown, chairman and manag-
ing director, said the company
had suffered since January
from an unofficial overtime
ban before the Industrial

action vote was taken.

J.W. Arrowsmith says it

made a loss of £201,000 last

year an a turnover of £4-6m.

Miss Arrowsmith-Browu said

that because there had not
been a full return to work the
company had restructured
itself with a smaller staff. “For

us, it is no longer a dispute.

There is no resolution to he
achieved.”

the deterioration has been less

marked than feared.
Overall net assets fell to

£6-09bn (£6-54bn) as at the end
of December 1992. The fall in

the assets held by Names, the

individuals whose assets sup-
port the market, was compen-
sated for by a rise in the sire of
the central fund, which meets
claims when Names are unable
to meet their obligations, along
with an increase in other
reserves.

Members’ means - which
include so-called "funds at

Lloyd's” (deposits, personal
reserves and special reserves)

and other members’ assets
declined to £&385n (£7.30fra).

The net assets of the central

fund increased to £1.15bn
(£445m). Net assets of the cor-

poration of Lloyd’s, which
administrates and regulates
the market, amount to

(£263m).

Premium income - after bro-

kerage and commission -

amounted to £6.4bn in 1992,

compared with £5.01bn in 1991.

An increase from £7.82bn to

£10-85bn to reinsurance premi-

ums paid by syndicates to
close their 1990 year of account
• also helped swell income in

the premium trust funds.

The Pytchley became the largest ship to enter the Royal Portbnry Dock, Bristol, when it delivered coal to National Power, the generator, at a new £80m facility.

Imports have been cut by subsidies but the generator says the port has helped push down prices. The dockside crane Is armed with "scoops” to unload the cargo

Corporate
borrowing
at 9-year low
A BIG improvement in

company finances, helped by
higher profits and lower inter-

est payments, has put the cor-

porate sector on the road to a
strong recovery, yesterday's

figures show.
In the first quarter, compa-

nies needed to borrow a net

£591m to cover outgoings -

down from £7.99bn in the
fourth quarter of last year and
the smallest quarterly figure

for nearly nine years.

Total undistributed income,
allowing for profits and after

taking into account interest

payments, tax and dividends,

came to £11.6bn in the first

•quarter at current prices, the

highest figure since early 1988.

Company investment was an
inflation-adjusted 0J5 per cent

higher in the first quarter,
compared with the fourth quar-

ter of last year.

By Peter Marsh,
Economics Correspondent

HIGHER CONSUMER spending

and strong export growth has
led to a sharp upward revision

in economic activity, underlin-

ing hopes for a steady recovery
later this year.

Output in the first quarter

was helped by the biggest six-

monthly fall for eight years in

the proportion of consumer
incomes directed to spending,

and by buoyant service-

company investments.

The Central Statistical Office

said yesterday that excluding
oil and gas extraction, gross

domestic product in the first

quarter grew by an inflation-

adjusted, year-on-year 0.9 per

cent, up from an earlier esti-

mate of 0.7 per cent.

The savings ratio - con-
sumer savings as a percentage

of total disposable income -

fell to 10-3 per cent in the first

quarter from 11.3 per cent In

A rise in earnings from the export of services has failed to

prevent an increase in the current-account deficit to its highest

quarterly level for nearly three years.

The gap on the current account between all imports and
exports - taking in merchandise goods, and invisible trade

covering services and financial transfers - came to £4.01bn to

the first quarter. This was up from £&88bn to the fourth quarter

of last year and £2J26bn in the third quarter.

The surplus on invisible trade was £494m in the first quarter,

little changed from £474m in the previous three-month period. In

the third quarter of last year the invisibles surplus was £1.02bn.

the fourth quarter of last year.

This large six-monthly fall

was helped by lower interest

rates reducing the incentive

for people to save. It released

more cash for spending on
goods and services.

Excluding energy produc-
tion, GDP expanded 0.4 per
cent in the first quarter, com-
pared with the final quarter of

last year. This was In line with
earlier estimates. Total quar-

ter-on-quarter GDP growth in

the first three months is put at

0.4 per cent, up from theinitial

estimate of 0.2 per cent two
months ago.

As a result of new data gov-

ernment statisticians reckon
the economic decline in the

first half of last year was
steeper than originally

thought. They have revised

upwards their growth figures

for the second half.

This means the recession is

officially thought to have bot-

tomed out about spring of last

year, with total GDP Including

oil and gas having expanded in

both the third and fourth

three-monthly periods at a
quarter-on-quarter 03 per cent
GDP in the first quarter was
up 0.9 per cent compared with

the same quarter a year before.

Economic activity in the first

quarter was helped by the

pound’s devaluation boosting

exports of goods and services.

These grew 3.3 per cent from
the previous quarter and 6 per

cent from a year previously.

Imports of goods and services

expanded less, by 1,9 per cent

and 3.6 per cent respectively.

Consumer spending
increased 0.5 per cent between

the fourth quarter of last year

and the January-March period.

Spending on durable goods
rose 1 per cent, while spending

on energy fell 4.3 per cent due
to mild weather.

Real personal disposable

income fell 0.6 per cent
between the two quarters,

partly reflecting a fall in

employment and lower social

security payments.
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E
very day for a year Margot
von Shad carefully picked,

her rubbish apart, setting

aside the cans, cartons,
packaging and other household
products marked with a green dot

to put in yellow rubbish bins in

front of her bouse. But Last Sunday
she decided, along with some
friends, that it was a waste of time.

“All this effort and now we hear

it is for nothing," she says disap-

pointedly. Along with millions of

other conscientious Germans, she is

dismayed by reports that the coun-

try's waste collecting and recycling

scheme Is going bankrupt.

The scheme, known as Duales

System Deutschland (DSD), is col-

lapsing under the weight of the rub-

bish it is collecting and sorting out.

DSD was set up last year by 600

industrial groups to meet govern-

ment-imposed recycling quotas, but

last week it announced that it needs
DMSOOm (£200m) just to keep going.

Part of the problem is the

schemes's success. For plastics

alone, DSD expects to collect this

year four times the amount it was
set up to deal with. At the weekend,
Klaus Tdpfer, the federal environ-

ment minister who devised the
scheme, proudly referred to his fel-

low Germans as the "[trash] collec-

tors of the world".

But Topfer's compliment is hardly

soothing the worries of both an
environment-conscious public and
German industry. DSD's ability to

recycle waste lags well behind its

success in collecting it With dump-
ing sites filling up and scandals

over waste exports increasingly sur-

facing, politicians and industrialists

are now under pressure to rethink

the entire system.

Some critics have taken action.

Last week, the Rhineland Palatinate

state withdrew from the scheme. As
one official in the local environment
ministry put itr “We are suffocating

under mountains of DSD waste and
we have no more storage for it."

But retail traders have been the

loudest in voicing their fears. If

DSD fails to collect household
waste, it will be legally bound to

take back packaging from its cus-

tomers.

DSD collects and sorts out waste
from 96 per cent of German house-
holds. It was established in

response to the ground-breaking
1991 packaging law which forced
manufacturers and retailers to take

packaging back. Other European
countries such as Austria and
France, eager to find solutions for

the ever-increasing production of
household waste, have since been
taking a close look at the German
law and its application.

At the core of the nationwide
scheme lies the German concept of
Kreislaufwirtschaft - a closed circle

economy where all products are re-

used ad infinitum. The ultimate aim

Ariane Genillard describes how Germanys national

recycling scheme is collapsing under its own success

Too much of a
good thing

The amount Duales must recycle

H Quota since 1993 Quota as of 1995

Source, nmm

is to bave industry manufacture
products that offer viable recycling

possibilities.

To implement such a goal, indus-

try must bear the financial costs of
recycling, environmentalists say.

Under the packaging law. manufac-
turers and retailers are responsible

for collecting and recycling packag-

ing products. The law effectively

shifted waste management away
from cash-strapped municipalities

to the private sector.

Faced with the cast of both col-

lecting and recycling their own
products, industry will have an
incentive to manufacture environ-

ment-friendly products, Tdpfer
hopes.

But in practice, the system con-

tains a major flaw, which many
anti-DSD environmentalists are now
quick to point out. The entire

scheme is based on the assumption
that there are cost advantages in

manufacturing products that can be
easily recycled. But in the case of

Paper& Tin plater

cardboard

plastic, the largest packaging prod-

uct on the market, recycling may be
economically less viable than
“down-cycling" - destroying the

product through methods such as
incineration.

Unlike glass, aluminium and

The scheme is based
on the assumption
that there are cost

advantages in making
products that can be

easily recycled

paper, which have been recycled for

decades, plastic packaging such as

yoghurt pots and beverage bottles

are of little value to recyclers. They
contain different colourings and are

usually made of mixed elements.

“The industry has known for

years that heavy investments would

AlumWom Plastics Beverage
cartons

be needed to recycle plastics. The
bottom line is that they are only
interested in the plastics leaving
the market in an orderly fashion, no
matter what their destinations are."

says Franz-Joseph Fraundorfer.
from the German-based office of

consultants Arthur D Little.

In 1993, DSD expects to collect

nearly 400.000 tonnes of the 1.2m
tonnes of plastics produced annu-
ally in the country. But recycling

capacity in Germany stands at just

124.000 tonnes.

However, a further 152,000 tonnes
will be exported. In response to a
scandal last year in France, where
German waste was found sitting in

the open air on a badly controlled

landfill, DSD has set up a system to

test the viability of recycling com-
panies abroad.

Many cases slip through DSD’s
net. says Greenpeace, the environ-
mental group. Only last March
Greenpeace claimed to have found
thousands of tonnes of DSD waste

in Indonesia, despite an Indonesian

government ban on waste imports

brought in la** November to curb

die flow of waste entering the coun-

try.

“DSD even pays foreign firms to

take back plastics, which are then

put on empty ships returning to

Asia from German ports," a consul-

tant says.

fart of the solution lies in Ger-

many developing its own recycling

facilities. But investments in plastic

recycling, which are. costly and

Involve lengthy research, are drag-

ging behind.

RWE, for instance, the big west

German utilities company, has

invested DMIOm in a pilot plant to

separate aluminium from polyethyl-

ene used in manufacturing bever-

age cartons. If that is successful, a

permanent plant could recycle up to

10,000 tonnes of such cartons a year.

But that would be less than a quar-

ter of the 60^)00 tonnes a year on

the market.

Overall, RWE expects to be able

to recycle 40.000 tonnes of plastic

this year. By 1996 the utilities group

hopes to have a recycling capacity

nearing 200,000 tonnes.

Veba, the energy group and Ruhr-

kohle, the coal producer, are also

working together to recycle 40,000

tonnes of plastic a year by melting

it down and using the resulting ofl

in an oil refinery. However, such

recycling technology is limited to

large plants that are coupled with a

refinery.

Such recycling efforts pale in the

light or the 800,000 tonnes of plastic

that DSD is legally bound to recycle

starting in July 1995. Worried about

how it will deal with all that waste,

the company has been calling out to

the chemical industry to start

investing in recycling facilities. But
as a director from Bayer, the chemi-

cal group, puts it: “We are all losing

money. Where do they think we will

find it for such non-productive
investments?"
Consultants instead argue that

“recycling at all cost" may simply

not be the best approach. “France,

for instance, has developed inciner-

ation techniques which are techni-

cally and environmentally very

effective." Fraundorfer say*.

Meanwhile, household waste col-

lected by DSD can no longer be
legally burned or dumped on land-

fills and is accumulating in tempo-

rary storages. Politicians from Ger-

many's opposition Social
Democratic party say the law
should be changed and plastics, for

example, taxed.

But Tdpfer refuses to renege on
the packaging law. “If industry is

forced to assume the cost of recycl-

ing and invest." says an official

from the federal environment minis-

try. “then they will change their

plastic packaging to something
else."

Clean-up brings

unusual alliance

Gillian Tett on an innovative pip

to repair damage caused by mining

M ining is a messy busi-

ness. And coping with

its social and environ-

mental side-effects has often

posed an even murkier problem,

especially in the Third World.

In spite of the wealth of exper-

tise among development agencies,

and the growing environmental

pressure on the sector, mining

companies and development char-

ities have usually been reluctant

to collaborate - or even to com-
municate — with each other.

But in the impoverished west
African country of Sierra Leone, a

scheme is under way which shows
that, though co-operation is not

easy, it can be innovative. The
partners in the project are a small

mining company. Sierra Rutile -

a subsidiary of the US-based
group Nord Resources Corpora-

tion - and Care, an international

development charity.

Sierra Rutile's main business

since the mid 1980s has been min-

ing the titanium mineral rutile

through wet dredging. The pro-

cess requires flooding areas of fer-

tile farm land, which are often

unusable for forming afterwards.

But since the late 1980s, the

company has tried to make
amends by putting about 3 per

cent of its annual turnover into

alternative agricultural and
development projects. Using that

funding, and the development
expertise of Care, basic sanitation

and sustainable agricultural pro-

grammes have been set up for

some 3.400 farming families liv-

ing around the mining area.

“The aim is to provide some-
thing for people who have noth-

ing." says Derric Hanvey. a direc-

tor of Sierra Entile and a key
architect of the scheme. He points
ant that in a country like Sierra

Leone, where the state is weak,
the mine is practically the only

form of infrastructure - and
employment - in the region.

The practice of providing wells,

seeds and schools is not in itself

unusual in the mining world. In
recent years, most mining compa-
nies operating in west Africa have
been stepping up their assistance

to local communities and environ-

mental programmes - primarily

as a result of environmental pres-

sure and tougher legislation.

**The big mining companies are

now on the defensive about these

issues," says Chris Hind* editor

of the Mining Journal which, in

deference to the changing climate,

is about to launch a new environ-

mental supplement He estimates

that approximately 10 per cent of

the total start-up costs for new

Tfiiwag is earmarked for environ-

mental rehabilitation projects.

What makes Sierra Rutile s

project onnsual is the involve-

ment of a non-governmental char-

ity. Until now, mining companies

have preferred to use their own

staff or consultants, rather than

charities or environmental

groups, to administer their aid.

“In this respect the project is

unique," says Edward Watkins, a

mining and environment consul-

tant who believes that, by collabo-

rating with Care. Sierra Rutile

now has “much more credibility”

in the region.

Sierra Rutile claims it chose to

work with Care because of the

charity's expertise and as a recog-

nition that the most effective

forms of development work are

those that stress farmer participa-

tion - something that is bard to

develop under the paternal struc-

ture of a big mining company.
However, some green groups

believe that, despite the mine's

efforts, the farmers are still los-

ing ont And they say Care Is hi

danger of becoming compromised
by being involved in the project.

Care stresses that the actual

implementation of the project

remains under Sts control. “We
appreciate that this donor is

enabling the charity to assist

project participation as planned,"

says Patrick Sayer, UK director of
Care’s west African projects.

“What we get ont of this project

is the same as what we get ont of

any donor."

The sensitivity of charities to

criticism on this issue highlights

the problems that may dog
attempts to repeat the scheme
elsewhere. For while all parties

say they hope the project will set

an example, overcoming the
decades of suspicion - and differ-

ing objectives - between mining
companies and development
workers may prove as difficult as

rehabilitating the mining land.
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The FT proposes to
publish this survey on

July 8 1993
Greece's complex inter-

nal and external
problems will be ana-
lysed in depth in a
broad-ranging and com-
prehensive survey to be
published by the Finan-
cial Times.

For a copy of the edito-

rial synopsis and
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Jesuit for Dixons ethics chair
Jack Mahoney Is to become
Dixons professor of business
ethics and social responsibility

at the London Business School,

filling the post created
by a £lm bequest made the
electronics group in July last

year.

Mahoney, a Jesuit priest and
former principal of Heythrop
College at the University of
London, is currently F D Mau-
rice professor of moral and
social theology and King’s Col-

lege, London.
He is also the founder and

director of the King’s College

Business Ethics Research Cen-
tre. which he says is likely to

whither with his move to the
London Business School In

October this year.

“Complacency was begin-

ning to set in," he said. “I saw
myself coasting gently to

retirement I realised that if I

was serious about business
ethics this was something I

should not pass up."

“As a Roman Catholic and a
Jesuit I don't have a strongly

biblical basis nor fundamental-

ism. I happen to believe that

there are God-given capacities

that allow everyone to work
out what is right to do. I want
to help them find the ordinary
human decencies and apply
them in business."

In addition to the professor-

ship. the £lm bequest paid
over five years by the Dixons
Charitable Charitable Founda-
tion, will fund a research and
teaching programme in ethics

and responsibility.

As part of the programme.
Diana Robertson is to be
appointed assistant professor

of organisational behaviour
and business ethics in August
1994.

Robertson is currently assis-

tant professor of legal studies

at the Wharton School of Busi-

ness at the University of Penn-
sylvania, and taught courses
on business ethics while a vis-

iting assistant professor at LBS
during 1990-92.

Andrew Likierman, deputy
principal of the London Busi-

ness School, said: “I am very
enthusiastic. We have an

extremely strong team with
these two which will give us a
big push in the area of busi-

ness ethics."

Mahoney said his priorities

were to put the teaching of the
subject on to the agenda of the

school; consider ethical audits

of companies; and to develop a
series of debates and a network
of business ethics teachers.

Labour leader for the shires
The shire counties of England
and Wales now have a Labour
chief Dennis Pettitt was yes-

terday elected leader of the
Association of County Coun-
cils, by the councillors who
took office in last month's elec-

toral landslide against the Con-
servatives.

Pettitt is the only Labour
party member ever to have

held the post, which he also

held briefly between 1988 and
1989 when no party had overall

control of the ACC.

A 67-year-old, and leader of

Nottinghamshire county coun-

cil since 1979, Pettitt is likely

to use the weight of his experi-

ence to build more co-opera-
tion between the local govern-

ment associations, and also
present more coherent alterna-

tives to the central govern-
ment.
He can be expected to play

down the sharp divisions with
the Association of District

Councils, revealed by the reor-

ganisation of boundaries by Sir
John Banham’s Local Govern-
ment Commission, in favour of

’

a more coherent front.

Pettitt is a Birmingham man

by birth, and spent lo years in
East Africa, working in the lift
industry, before settling in
Nottinghamshire.
His deputy, who had been

seen as a potential rival for the
post, will be Josie Farrington,
52, a Lancashire county coun-
cillor since 1977. Also a Labour
representative, she is president
of the Council of Europe com-
mittee for culture, education
and media, and is working on
establishing a local radio sta-
tion in Croatia. Farrington was
Labour's candidate in the Kib-
ble Valley by-election of 1991

Barclays beefs up bancassurance
Barclays Bank, which
calculates it is already
Britain's fourth largest pro-

vider of unit-linked life insur-

ance and pensions products,

has moved to strengthen its

management team with its eye

on moving further up the

league tables.

Bancassurance, the sale of

life and pensions products
through bank and building

society outlets, is forecast to

grow to 30-50 per cent of the

total market by the end of the
decade and all four major UK

dearers bave announced their

intentions to be serious play-

ers.

Barclays Financial Services
has recruited as sales manager
Keith Strudley, 48. from rival
Midland Bank where he played
a key role in expanding and
developing distribution chan-
nels.

Strudley has had a long
career in bancassurance, hav-
ing spent 15 years at TSB as a
regional sales manager.

Barclays has also recruited
Phil Smith as finance director

for its financial services unit.
Smith had previously occupied
a similar position at Prudential
Assurance Company’s general
insurance division.

NM Rothschild
AlaQ

i
has been

a no°-esecutive
Erector of NM Rothschild and
Sons.

His other directorships cur-
rently include British Steel
Babcock International, Legaland General and Porte.

W

Parry’s

expertise

for Asda
Property
Holdings

John Parry has been appointed
as a non-executive director of
Asda Property Holdings, fol-

lowing his retirement earlier

this month as MD of Hammer-
son Property Investment and
Development Corporation.
Tony Roscoe, MD of Asda,

said that Parry had been asked
to join the board because of
his integrity, depth of know-
ledge and experience of run-
ning a much larger property
company.
Asda Property Holdings

used to be one of the few resi-
dential property companies on
the stock market, but the pro-
portion of residential property
has now fallen below 10 per
cent of its portfolio.

Over the last is months the
company has repositioned
itself by selling residential
property and buying high

yielding commercial property.

TQo
arry joined Hammerson in

*984 from Commercial Union
Properties, where he was man-
aging director. He spent his
®aiiy career as a development
surveyor.

^ ^ y^s Presi-
dent of the British Property
Federation, a landlords' assoti-

He is also a member of
the Department of Environ-
ment’s Property Advisory
wyup, a member of the Brit-
|sh Council of Offices and a
ward member of the College

»LE4ate at
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Let’s be clear about it.

The ten Japanese

companies wantutility

Last week, an advertisement was placed in

The Independent by a pressure group which calls itself

“Japanese Citizens Concerned About Plutonium”.

They claim to represent the people of Japan.

And they have made claims to the people of Great

Britain which cannot go unchallenged.

As the ten leading electricity generating companies

in Japan, we must refute them. And refute them before

they do more damage. Or cause more delay.

Among numerous old or unsupported arguments,

the pressure group's advertisement claims the following.

That, despite our promises, Japan will not

after all be a keen customer of The Thermal Oxide

Reprocessing Plant at Sellafield.

That Japan does not need the recycled plutonium

THORP will provide.

That Japan will effectively break its strict

contracts with British Nuclear Fuels.

And that the UK will thus become the “dustbin

for Japan’s nuclear waste”

THORP is not a dustbin. It’s a recycling

(technically known as reprocessing) plant. At THORP,

uranium and plutonium which can be used to fuel

the nuclear reactors of the future are extracted

from the spent fuel. All we have to dispose of is 3%

fission products.

BNFL then treats that waste by, for example,

immobilising it in glass, and will return it to us, along

with the reprocessed uranium and plutonium. Like

BNFL, we are confident that the handling and shipping

of the waste will meet the highest safety standards.

That’s why we do business with them.

THORP.
We have, in fact, already sent them significant

quantities of the fuel they will be reprocessing for us

during the plant’s first ten years of operation. It’s sitting

safely in deep ponds at THORP.

You may think we should just store our spent

fuel without reprocessing it. But that is far from ideal,

because storing also means you have to treat everything

as high level waste - uranium,- plutonium and waste

products, because they are all jumbled together.

In contrast, reprocessing extracts uranium and

plutonium which represents 97% of the spent fuel.

Fission products (the remaining 3%) come out as waste

which can be dealt with far more easily than spent

fuel as it is.

That’s why it’s misleading simply to claim that

reprocessing generates more waste. What it generates

is lower level waste, because BNFL very rightly treats

things like clothing and materials used by workers at

THORP as waste.

But it’s waste that’s easily handled. When it

comes to high-level waste, reprocessing produces far

less than storage or direct disposal does.

There’s another very important reason why we

in Japan want to reprocess our nuclear fuel.

We actually want our plutonium and uranium

back. We need the plutonium to fuel the new generation

of fast nuclear reactors. And plutonium can also be

used to manufacture a nuclear fuel called MOX (mixed

oxide fuel) for use in conventional reactors.

It is Japan’s stated policy to generate the power

we need for the future by using reprocessed nuclear fuel.

Our previous Minister of State, Mr Nakajima, said

as much when he spoke at a World Association of Nuclear

Operators conference in Tokyo in April this year:

“Japan has set out its basic policy to retrieve

plutonium through the reprocessing of used nuclear

fuel, and to use it again as recycled nuclear fuel for the

purpose of economical usage of uranium resources,

and for securing a stable energy supply.”

Anyone who cares about the environment will

understand that you can’t look at an energy problem

in isolation. You have to consider the global picture.

If we didn’t reprocess uranium, more would

have to be mined. And we’d rather reprocess it safely

than waste this valuable source of energy. After all,

the oil crises of the past have shown us how quickly

the price of a natural resource can rise.

The Japanese Citizens Concerned About Plu-

tonium say that reprocessing will lead to weapons

proliferation.

Again, not so.

Reprocessing doesn’t produce any more plutonium,

it merely separates it out from nuclear waste.

We intend to use the plutonium and uranium

we recover for purely civil purposes. The British

Government has backed that with a statement to the

effect that there will be no proliferation risk in returning

plutonium to Japan.

Far from losing our enthusiasm, we regret

the delays which have been caused by a few groups

masquerading as majorities who are simply determined

to end the use of nuclear power worldwide.

THORP is new, safe and ready to work.

We urge the UK Government to give it the

go-ahead as soon as possible.

T. NAKANO
Chairman

HOKKAIDO
EPCO

The Ten Japanese Electric Power Companies

T. TAMAKAWA G. H7RAIWA Y. MORIMOTO K. MATSUNACA S. KOBAYASHI K. MATSUTANI T. SATO T. KAWAI

PTiairman Chairman Chairman Chairman Chairman Chairman Chairman Chairman

TOHorii TOKYO hokuriku CHUBU KANSA1 CHUGOKU SHIKOKU KYUSHU
1 unoAu
EPCO EPCO EPCO EPCO EPCO EPCO EPCO EPCO

For details contact: Overseas Reprocessing Comini tree, 6F NTB. M. Building, 2-9 Shimbashi, 2-chome, Minaro-Ku, Tokyo 105.

M. OKABE
Chairman

JAPCO
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MANAGEMENT
FEW large manufao
turing businesses -

fewer stfll in aero-

space and defence -

can claim to be
employing more
people today than

they were four
years ago. Short

Brothers of Belfast (Shorts for

short) is one of them.
The size of the company’s work-

force - more than 8400 at the last

count - is one indication of the lib-

erating effect that privatisation

appears to have bad on the world’s

oldest aircraft production company.

Taken over by Canada's Bombar-
dier Corporation in 1989, Shorts was
the instant beneficiary of an Invest-

ment programme by Bombardier
and the UK government. The £2Q0m

Shorts received has been used to

increase efficiency, ertenri its cana-

bilities and significantly improve its

financial performance. Last year’s

pre-tax profit of £2&5m compared

with a £47m loss in 1988.

But while costs have been cut,

product quality sharpened, lead
times narrowed and a more custom-
er-orientated culture instilled, the

competitiveness of Stunts’ interna-

tional markets means the company
can aim for nothing less than world-

class standards. That Is one reason

why 18 mouths ago it embraced
benchmarking as an important part

of its quality management strategy.

Roy McNulty, Shorts’ quietly spo-

ken president, defines benchmark-

ing as "the continuous improve-
ment of what we do by learning

how others do it". "What we do," he
adds, "can be products, processes or

services, whilst ‘others' can be
other divisions within Shorts, com-
panies within the Bombardier
group, direct competitors, or best

practice companies.’*

Initially. Shorts was attracted to

benchmarking by a desire to evalu-

ate the first phase of the investment

programme, and to ensure that

E70m of still uncommitted funds

were sensibly targeted. The com-
pany talked extensively to three
consulting firms - Andersen, Inger-

soll Engineers and Booz Allen &
Hamilton - before choosing Booz on
the basis of its knowledge of the

aerospace industry.
Benchmarking at Shorts, explains

Brian Little, vice-president and gen-

eral manager of manufacturing, has
been one tool in a wider programme
for change. That has involved iden-

tifying customer needs more
closely, establishing deeper rela-

tionships with a smaller number of

suppliers, and investing in people.

Of the two benchmarking studies

so for undertaken, the more ambi-
tious compared seven of Shorts'
manufacturing processes with those
of 28 worldwide competitors. Teams
of four to fire people - roughly
divided between Shorts and Booz

Roy McNulty how others do ir

A flight of
discovery

Tim Dickson on how a Belfast aerospace company
has introduced benchmarking into its strategy

representatives - were set up last

spring and worked full time on the

prefect for 12 weeks.

Little says it was important to

establish a realistic benchmarking
methodology - eliminating account-

ing distortions and isolating the

true manufacturing value added
from tax breaks and other incen-

tives - as well- as attempting to

quantify the real "cost drivers” in

an individual process.

For each process. Shorts worked
out its relative cost position, as well

as best practice performance met-
rics. For example, in composites
fabrication its utilisation rate was
4-5 per cent more efficient than the

two benchmark companies, its over-

head structure 5-14 per cent cheaper
and its factor costs in one case 63
per cent lower after stripping out
state subsidies.

Shorts found that its parts-flow

performance, graphite utilisation,

scrap rates and quality costs rela-

tive to total costs were in line with
best practice. On some products,
though, its scrap rates were worse
than the benchmark.
Overall, Little claims the survey

found Shorts "as competitive as any
company in the world” in five of the
seven processes. In the other two -

which Little won’t identify for com-

mercial reasons - "we have had to

do quite a lot of re-emgmeering, par-

ticularly to reduce the costs of our

operating systems and practices”.

In one case, the study highlighted

an important choice: whether to

buy in technology that is two to

three years ahead of the field or try

to develop It in Belfast

Process improvement plans have
been clearly based on observed best

practices, and performance metrics

used as process performance tar-

gets. In the current recessionary
markets the studies have also given
Shorts a more detailed picture of its

rivals' pricing relates to their costs.

Shorts' corporate services bench-
marking project, by contrast,
appears less advanced. But by com-
paring other companies’ practices

in areas likp information technol-

ogy, sales and marketing, finance,

and facilities engineering, Shorts
hopes to be able to identify savings.

Little, who is something of a
benchmarking evangelist, insists

“there is always something to be
learned from visiting someone else's

factory. It can be a great trade".

He admits it is more difficult

benchmarking direct competitors.
But, intriguingly, he says: “90-95 per

cent of the data required to do a
reasonably effective cost-competi-
tive benchmarking job are in the
public domain. Plant visits help but
a lot of information comes from
suppliers, magazine articles, public

accounts and amply studying the

physical size of other people's man-
ufacturing operation. It is particu-

larly easy in the US where the Free-

dom of Information Act helps and
trade union agreements can be
quite detailed.”

Companies that try to discourage
benchmarking studies are wasting
their time, he says. "Moreover, we
have discovered that the people
who are most secretive generally

have the least to hide.”

Japanese companies have been
mostly co-operative. “They usually

believe you won't use the informa-

tion. or that by the time you do
they will have moved ahead again,”

Little observes wryly.

Visits can also be useful closer to

home, and with non-competitive
“partners". Little is confident
Shorts can improve the capacity
utilisation of its autoclave (curing
oven) by studying a local bakery,

and that a garment manufacturer
can pass on valuable lessons about
managing materials flow.

More British companies are foJ[^^eCt0rS

to join their boards, writes Lucy Kellaway

Time to use a little

help from abroad
Wanted: international high-fliers

with strategic vision, energy, com-

mitment Preferably continental

European or American VS nation-

alsi must beprepared to visit UKfor
12 board meetings a year. Success-

fid candidates widget rare insight

into the naming of UK companies.

About £15,000 a year phis expenses.

T he eall has gone out foreign

non-executive directors are

being sought by British

companies. The markets for Brit-

ish products have long been inter-

national, and the markets for Brit-

ish shares are becoming
increasingly so. But until recently

British non-executives had been
'

selected from among the chair-

man’s golfing friends, follow citi-

zens to the last
A few British companies have

had big-name foreigners on their

boards for some time, gnmar Hop-
per, chief executive of Deutsche
Bank, joined the board of Pfflring-

ton 10 years ago. Charles Price,

the former US ambassador to Lon-
don, sits on the boards of British

Airways and Hanscm.
ICI has no fewer than three for-

eigners on its board: Paul Volcker,

the former head of the US Federal
Reserve Board, Tom Wyman, who
is also a director of General
Motors and AT&T, and Ellen
Schneider-Lenne, a director of
Deutsche Bank.
The trend is now gathering

pace. Last week Bank Organisa-

tion took os its first foreigner
with the appointment of James
Harmon, chief executive of the US
bank Wertheim Schroder. Bank
had become aware that its increas-

ing turnover from the US did not
tally with its all-British board,
and sort Schroder, its merchant
bank, to recruit a suitable Ameri-
can.

A few days earlier, Bndgens, the
email British supermarket chain,

gained a foreign heavy-weight in

Hans ReischL chief executive of
Rewe, the large German Food
retailers.

ReischL whose company has a
stake in Budgens, plans to use his

position on the board as a listen-

ing post - to get first-hand know-
ledge of the British, market

Whitehead Mann, the headhunt-

ing firm, has recently surveyed

the top 100 British companies and

concluded that in the foreseeable

future « I*3
* cent of big public

limited companies will have at

least <me foreign national on their

boards. , 4n
Of the companies surveyed.**!

per cent already have a foreign

non-executive — half of those exec-

utives have been taken on in the

two years - and a farther 44

per amt are planning to recruit

one.

Of the existing foreign directors,

AmoHramc are slightly more plen-

tiful than Europeans, whereas

Japanese are still rarities. How-
ever, balance is changing.
According to the survey, 60 per

cent of companies are looking to

Europe to fill the next slot on the

board.
The motivation for taking on

In future 84 per
cent of big PLCs
will have at least

one foreign national
on their boards

foreign directors is shared by most

companies: nearly all said they

hoped to gain a more interna-

tional perspective or a fresh
insight into a particular region.

Those who have already hired

their foreign directors seem happy
with the result; more than half of

those askgd were very pleased and
none was disappointed.

Yet finding the right person
may be a slow process, as Grand
Met found out when it completed a
14-month search before coming up
with German managemoit consul-

tant Gertrude Kohler.

One problem is the commitment
of time required of non-executives.
British boards meet about three

times as often as those of US com-
panies or the supervisory boards
of German companies.
Foreigners have farther to come,

although this difficulty can be
overstated.

“It is quicker to get from Paris
to London tfiwn from London to

Norfolk,” comments Bruce

RhodesTa director of Pro Ned, the

organisation set up to promote

non-executive directors- Indeed,

the Whitehead Mann survey

nationals was no worse than

attendance generally.

Rhodes also argues that lan-

guage is not the barrier it is

believed to be, as the sort of peo-

ple with a suitably broad perspec-

tive to make them possible candi-

dates are likely to be able to speak

good English anyway.

More of a problem is that nan-

executive directors In theUKhave
the same legal responsibility as

executive ones. This is particu-

larly a concern for American can-

didates, who are unlikely to take

the position unless the company
takes out special insurance for

them. If the company has business

in the US such cover may be
expensive.

Busy foreign executives nuty

also be concerned that the matters

discussed at the meetings are too

routine and time-wasting. “The
gays don’t worry about jet lag -

but they may be worried that the

board meetings are too opera-

tional, and are not the best use of

their time,” says Ian Butcher of
Whitehead Mann.
To get around this problem,

many UK companies are setting

up international advisory boards.

Such boards may consist of two or
three International heavy-weights

who meet the chief executive and
perhaps one or two other board
members twice a year In assorted

locations to discuss global strat-

egy.

While foreign directors are to
demand by British companies, the

same does not seem to be the case

for British directors and foreign

companies. This is partly because
the board structure in some coun-
tries does not invite outsiders. In
Germany, for example tile supervi-

sory board Is made up ofrepresen-
tatives of the workforce and share-

holders.

Hie US as a bigger country can
perhaps afford to he mare insular,

and if it wanted help from foreign-

ers the UK might not be its first

point of call.

"Partnershipmaybe a diche In business vocabulary;

for us Jtfs simply a fact of life, it has to be. If we’re

to achieve the quality we’re after In the textile fibers

business. 1 encourage our people to work closely

with our clients. In these partnerships we developed

successful marketing programs for well known

brands such as Enka8 Viscose and Sympatex8 . And

even though our organization chart ismade up of neat

lime squares, reany crucial work isdone in Interlinking

circles. Partnerships, In which we mix youth and ex-

perience. unbound by hierarchy or tradition. Getting

doser. ThaCs ourway of creating the rightchemistry."

CREATING THE RIGHT CHEMISTRY AK20

. it

-

i
»'Akzo Is one of the world’s leading companies in selected areas of chemicals, fibers, coatings, salt and health care products.

Some 65,000 people, active fn 50 countries around the world, make up the Akzo workforce. For more Information, write or call:

Akzo nv, ACC/F7, P.O. Box 9300, 6800 SB Arnhem, the Netherlands. Telephone13 1) 85 66 22 66.
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H ow depressing to find the BBC
“““S* to first afternoon
or Wimbledon coverage with,
another of those childish corn-s' tapes in which players are seengrimacing, punching the air. blowing

losses and so on, all cut to a monotonous
da?ce number. Snooker began thisBrubby little habit, then it turned up in

fufiger and athletics and now it is being
udUcted upon tennis fens. It seems SSI
at^T* the BBC will nut
atteippt to smother m goo, from the Car-
cliff Singer Qf The World contest to theonce dignified Wimbledon. If it was not forthe excellence of the real McCoy - the live

SS38* Z ^ wouW make y°u wonderabout continuing to champion the BBC asour main national broadcaster.

Having said which, there is a nasty trendm Committee Room 15 at the House ofcommons where the National Heritage
Committee is inquiring into the future of
the BBC (yes. again;, there does not seem
to bea flicker of light at the end of this
inquiry tunnel). Listening to some of the
witnesses and, more worrying, some mem-
bers of the committee, you could easily get
the impression that cable and satellite are
already available to most British viewers.
They talk as though the days of terrestrial
television - BBC, ITV, Channel 4 - are
over and multiple choice is here, so that
there is no longer any need to the
hideous burden of the licence fee on a
seething and rebellious population.

ARTS
Television/Christopher Dunkl<

Smothered in goo but still top hole

W riter Brian Phelan had an
idea. The ressembleDce
between the old style actor-
managers who barnstormed

the country mesmerising audiences with
fire and brimstone dramatics, and the
modem evangelical preachers in the US
with their equally spine drilling rantings,
could surely be crafted into a play.

Phelan's second idea was really just a
footnote. There is only one actor with the
physical presence and dominating person-
ality to step into the shoes of Donald Wol-
fit and Jimmy Swaggart Luckily Timothy
West was available. Himself is now touring
the country.

Coming from Dublin, Phelan makaa his

actor-tumed-preacher Irish - Christopher
Cameron, or

“Himself, as the man of the
house is known in Ireland. And “HunselT,
rather than “Sir” or “Maestro” demanded
by other actor-managers, suits his cosy,
domesticated, character. Cameron is not a
man of bombast, rather a second rate trav-

elling player, delighted to be invited to

So powerful was this impression last
week that It seemed sensible in giving my
evidence to make the point that the big-
gest weekly share of viewing for satellite
and cable ever recorded by BARB was &5
per cent, leaving 93.5 per cent to terrestrial
broadcasters. Time permitting, I might
have added that the British seem remark-
ably happy with the terrestrial operators,
showing less enthusiasm for the new tech-'
nologies than viewers in other countries.
The British take-up rate for cable (those
paying to hook up when the cable passes
their door) is very low, and even in the
small number of homes that have dishes,
only 32 per cent of time is spent with
satellite channels, leaving 68 per cent to
the terrestrials.

Most of the hostility, 7 suspect, is

inspired by the doctrinaire political feeling
that the licence fee is part of an old fash-
ioned collectivist system which, along
with the welfare state, should now, in the
post-communist world, be replaced by
something more market driven. Pragma-
tism suggests this Is crazy: compared with
any other scheme the BBC and the licence
fee have proved astoundingly productive
and efficient, and foreigners from Warsaw
to Oshkosh would tell the committee they

Theatre

Himself
lecture at a Kansas drama school
But his whimsical style and actorly

skills attract the attention of sinister busi-

ness interests, anxious to fmrf a preacher
through whom they can cash in on the
gullible public who think that a $25 dona-
tion ensures access to Heaven. Cameron
treats the role of Bible basher as just
another meaty part and the money starts

to roll in.

The problem is that Phelan does not
know what to do with his characters,
except the obvlons. Himself starts to
believe that he is chosen of God; the young
acolyte Sister Annie (Sharon Small), who
arrives as a sexual rival to Cameron’s sen-
sible wife Meg (Susan Engel), just disap-

pears. The initial ending is predictable,
but the follow up is incredible.

are mad even to think about scrapping
them. Dislike of the licence comes chiefly

from politicians who would dearly like the

general public to object, but who can
rarely scrape together more than half a
dozen letters of protest when challenged.

Regular readers may have noticed that

while television critics elsewhere were
rending their clothes and failing on their

remote controls at the ending of Cheers,
the event passed without a murmur from
this column. Now that the repeats are up
and running it may be tine to say why.
Although Cheers was (given the repeats,

is) an efficient vehicle for delivering Amer-
ican wisecracks, it never produced a char-

acter as strong or memorable as BOko or
Lucy. You may say that was never the

intention: this was not a star series like

those old shows, its strength was in

ensemble playing from a large cast of near
equals.

Perhaps so, but if it is to be judged on
those grounds then its inferiority becomes
clear tbs moment you consider MJLSH.
Not only did MJL8.B take ensemble
playing to a considerably higher level but
it managed, year after year, to wwnhine

comedy and pathos in a way that Cheers

Director Paul Unwin manages to dis-

guise the elusive plot by keeping the dia-

logue on the boil and by transforming the
drab bare sets of life on the road to a
glamorous luxury studio as Himself domi-
nates the Californian TV ratings. We
watch the man change from a bald, corset-

ted. journeyman actor into a white robed,

toup£ed prophet, we know that his basic

niceness is unimpaired. He, »nd we, are
enjoying a role.

The villainous string pullers always
remain mysterious and the plot develop-

ments are contrived, but Phelan Is good on
character, especially Dermot Crowley as
John, the marketing man who has found
the perfect product in God; Jud Meyers as

Tom, the true believer whose faith is

explioted; and Susan Engel, who manages
to tame Timothy West into a good com-
pany man.

Antony Thomcroft

Richmond until June 26 (081 940 0088)

Concert/David Murra Boston Earlv Music Festival

Bach in high Style Monteverdi’s ‘Orfeo’
"—" « mi., n t, d..i„ al. ui cjji„ a e u

The ninth, month-long
Lufthansa Festival of Baroque
Music has already been going
on since June 1. Always based
in the churchnf St James,ihc--
cadilly, it has stretched this

year more than ever to the
Wigmore Hall where an Mon-
day the St James’s Baroque
Players and Consort (conduc-

tor Ivor Bolton) delivered a
Bach programme in high style.

The hall was just about fiilL

That reflected both the confi-

dence that the Festival has
inspired among lovers of 18th-

century music, and the attrac-

tion of two star performers: file

harpsichordist Joshua Rifkin .

famous for his “Baroque Bea-

tles". Scott Joplin numbers,
tangos and Bach Passions with

one voice per choral part - and

the young Canadian baritone

0 Gerald Finley, already admired

as Britten's Albert Herring and

in Mozart at Glyndeboume.
Finley was billed here as a

“bass-baritone", but in the bass

register the voice still lacks

body - surprising in view or

his singularly beautiful timbre

higher up, where a great factor

in the appeal is his warmly
affecting bass undertone. No
doubt the passing years will

lend ballast to his bottom, but

meanwhile the voice is lovely

to hear. Easily and naturally

produced, confidently flexible,

_ laden with dewy, unaffected

^character, just the qualities,
" one might add contentiously,

that British voice-training
seems to throttle in British

baritones...
In the cantata “Ich habe

genug", no. 82- in the BMV
index though composed only
months later, Finley's uncom-
plicated honesty was compen-
sation enough for slightly

lightweight feeling. This great

solo cantata, like the earlier

one, has acquired a false

Romantic patina through the

attentions of ultra-subtle Lie-

der specialists; the expressive

challenges that Schubert and
Wolf would set for their inter-

preters were of quite another

order. Here, Anthony Robson’s
fine, period-oboe solos in both
rawtetoc answered unerringly

to Finley’s style.

Rifkin and Bolton played the

two-harpsichord concerto in C
(BWV 1061) with energetic pol-

ish and in faultless balance. I

thought them too metronoml-
cally harnessed in the rich cen-

tral Adagio - but we shall

never really know what
breadth of rhythmic freedom
Bach himself might have
expected: the gramophone
arrived too late. Contrariwise,

in the familiar A minor violin

concerto (BMV 1041) Micaela

Comberti was sweet-toned and
nervily fluent, with no com-
manding thrust. I wanted
franker, gutsier sawing-away,
but could not pretend to any-

thing more than “period” intu-

ition as back-up.

The Boston Early Music
Festival and Exhibition is the

annual American rally for cor-

netto freaks, luthiers and
glass-harmonica makers,
besides offering also a crowded
bouquet of performances: for a
few days the city's churches,

chapels and meeting halls

resounded this year to Byrd, to

14th-century cabaret, and to
viola da gamba players flying

on the good fortune here of

Alain Cornean’s “Tous les mat-
ins du monde”. The main event
- held in the Sanders Theatre
of Memorial Hall, Harvard's

equivalent in architectural

appeal to the Oxford Union -

was a staging of the Monte-
verdi Orfeo, under the musica l

direction of Andrew Parrott

He is a festival regular. His
brisk, fit performances of the

Bach suites with the BEMF
Orchestra have just been
released on CD, and previous,

festivals have yielded fine con-

cert recordings of the Mozart
Requiem and C minor Mass. In
that succession, the Orfeo was
disappointing. Early music
people have long been an inter-

national family, but the combi-

nation here of British musi-
cians (Parrott, Andrew
Lawrence-Klng) and
Americans (the strings of The
Bing's Noyse, the wind band
Concerto Palatine, and sundry
continuo players) sounded like

an assortment of separate par-

ties, some of them with their

own ideas about intonation

(the kit fiddles used for Monte-
verdi’s “violini piccioli alia

trancese” were particularly

acid). The singing had its prob-

lems too - chiefly of rfiiB npss.

For a breath of life one had to

wait, paradoxically, for the
underworld scene where
Orpheus meets Charon. Joseph
Cornwell’s “Possente spirito"

was, like his whole perfor-

mance in the central role, stud-

ied, efficient and uniform, but

Jan Opalach as the Stygian

oarsman produced a nice
cameo of dim-witted nobility.

Maybe all the others were
thoroughly depressed by their

clothes. Someone had gone to

the trouble of consulting draw-

ings of masque costumes by
Inigo Jones and others, but the

results - badly made, in mod-
em textiles synthetically dyed
- were lamentable. With
almost all the cast made up as

rosy-cheeked dolls, with
clumsy efforts at rhetorical

grouping and posture, and
with a coarsely painted and
crude simulacrum of a
Baroque set, the visual experi-

ence was dire: maybe that,

more than anything else, was
responsible for the musical
failures. Singers perform well

when they look good. Instru-

mentalists, in a ringer-focused

opera, concede to the messages
they hear from the stage. What
we heard from both may well

have been dismay.

Paul Griffiths

aspired to but rarely achieved. &LA.S.H
had the advantage of ambivalence arising

from its setting: the jokes gained a keen
edge from the perpetual proximity of pain
in the frontline operating theatre. No
doubt the fanny and sympathetic deple-
tion of the lonely and inadequate in Cheers
was (is) hugely appealing to many view-
ers; but that does not make it one of the
great sitcoms. It is good but not outstand-
ing.

*
Those with a passion for Italy and some
knowledge of the country may have
thought that “Italian Week" on BBC2’s
Late Show would not be for them: too busy
offering a child's guide to the new politics,

or rowing back over the mafia trials. In

the event quite a lot was, indeed, familiar

and you realised once more how superior
print can still be when it comes to detail
For Instance, in describing the new magis-
trate hero, di Pietro, the programme never
hinted at his mastery Qf computers and
the central importance this has played in
bis fight against crime, though FT readers
learned this in detail months ago.

However, Nick Hornby gave an excellent

report on Italian football and its symbolic
significance, even as a substitute for poli-

tics; David Stafford and Tom Conti offered
a wickedly accurate and consequently
hilarious ten-point charter for being Ital-

ian (“Dress British . . . Think
taupe . . . Dare to be similar . . ."); the
importance of public opinion in the new
drive against the mafia was well read; we
were given an unexpected and eye opening
report on the Rome opera house; and, even
if the studio discussion was disappointing,
anyone who watched throughout the week
will have ended with a much clearer idea
of what it means at the moment to be an
Italian.

*
The shift away from adult television and
into tabloid telly continues inexorably.

Among last week's newcomers was Fan-
tastic Facts on ITV which presenter Jona-

than Ross promised us would be “outwa-
geously funny”. It was not. Fantastic
Cliches would have been a better title.

From Ross’s script (“Without further
ado . . .") to the “fantastic” items (you can
adopt a pothole in Minnesota) there was
little that the normal viewer would not
have come across several times before,
including the famous fateHng goats. The
biggest giggle came when the camera
showed us a boy’s book with a decorated

cover and the title "Scouts In Bondage”,
but you need more than that and yet
another stuntman's expose to make a half
hour programme. The most embarrassing
moment came in the network trailer

which assured us that one of the items
was “incredulous but true".

*
ITYs three-part Thursday drama Telltale,

featuring two detectives and a supergrass,

is proving a bit of an enigma: is it just

another proficient but unsurprising police

drama starring Bernard Hill who, however
good he may be, is currently dangerously
over exposed? Or Is its chief preoccupation
really the home lives of the detectives, a

theme beloved of Z Cars writers in the

1960s? Or, as I vaguely suspect, is its real

concern “Stockholm Syndrome", the ten-

dency of captors and captives, in a bank
siege or aircraft hijacking, to develop a
common front against the world? Only the

final episode tomorrow will tell, but I shall

be disappointed if Stockholm Syndrome
plays no part

*
Last week’s column on commercials failed

to mention Paul Merton's current cam-
paign for Cusson’s Imperial Leather where
he bursts in on the children's bathtime,

drops his microphone in the bath, and
promises the irate mother compensation:
“Well give you about. ..eight quid". Why
or whether it sells soap is anybody's
guess, but it made me laugh more than
any of the week's sitcoms.

'*'4q»ST

Geoffrey Freshwater and Ron Cook in the last year’s favourably reviewed RSC production of Derek
Walcott’s The Odyssey3, which transfers to The Pit in the Barbican, London, tonight

Mixed bag at the Vienna Festival

Vienna being a sumptu- successfully in Moscow. Luc interestingly with members of sense of having eavesdropped
ous stage set, one Bendy’s French-language John the chorus scattered about the on genuine human lives,

should not be sur- Gabriel Barkman from Laa- audience, but soon revealed Strehler, now in the veteran

prised if people take sanne Impressed by its light- itself as yet another allegory of category - he was bom in 1921Vienna being a sumptu-
ous stage set, one
should not be sur-

prised if people take
advantage of the fad So, one
evening last week, Placido
Domingo not only sang in two
separate opera houses - U
Tabarro in the the Volksoper
started an hour early to allow

him to cross the city for Pag-
liacd in the Staatsoper - be
even made the journey
between the two by tram.

What the opera houses put
on is not part of the Vienna
Festival as such; but the visi-

tor can and does dip into it, as
well as into splendid exhibi-

tions like The World of The
Mayas at the Kunstlerhaus
and The Gold of Kiev at the

Kusthistorlsches.

This year’s festival has had a
strong drama content, from a
variety of sources. The shows
which have been most
remarked on include the
Moscow Taganka production
(by Lyubimov) of Schnittke’s

remarkable music drama Doc-
tor Zhivago, which sets about
20 scenes from the novel to a
combination of live electronic

music. It was premiered in
Vienna before going on to open

successfully in Moscow. Luc
Bondy*s French-language John
Gabriel Barkman from Lau-
sanne impressed by its light-

ness of tone. The Ibsen charac-

ters were for once not
absolutely doomed from the
start: they were permitted a
certain development. The
Borkman couple was even
granted a suppressed love for

one another, an interesting,

maybe even valid, concept.

The special theme this year

has been classical antiquity; It

has given rise to a not wholly
successful ragbag of produc-
tions. There was a new Orfeo

opera by Walter Hus, from
Antwerp; the Berlin State

Opera brought the 1776 Paris

version of Gluck's Alceste. In
drama proper, Slovenia gave
us Antigone and Romania
Phaedra. The Italian IRAA
Theatre, now based in Mel-
bourne, contributed The Tro-

jan Women. Fortunately or
unfortunately, according to

your point of view, all these

were rewrites of the original

Greek to make contemporary
political points. A further

example of the genre, Matthias

Braun’s The Persians (Cam-
mersplele. Munich), started

interestingly with members of
the chorus scattered about the
audience, but soon revealed
itself as yet another allegory of
the last days of the Nazis, and
a turgid one at that.

By far the finest production
on show was the oldest the

26-year-old Piccolo Teatro ver-

sion, by Giorgio Strehler of

course, of Goldoni’s Le Baruffe
Chiozzote (Trouble in Chiog-
gja). It comes close to perfec-

turn, cornmedia deU’arte with
heart. A tale of quarrelsome
fishermen and their women
folk, finally reconciled by a
deft young law officer, it is

based on an early experience of

Goldoni himself Strehler cho-

reographed it as lovingly as a
Buster Keaton film. The main
set, a quay with a fishing

boat’s sails and nets outlined

against the sky, was exquisite;

and the people were presented
with both wit and affection.

One was left with an aching

sense of having eavesdropped
on genuine human lives.

Strehler, now in the veteran

category - he was bom in 1921
- is still full of plans: to pro-

duce a life of Goldoni as well

as Pirandello's Mountain
Giants at the Picolo. to plug at

least part of the 2,000-line gap
still remaining in his marathon
production of Goethe's Faust

So, this year’s festival has
been a mixed bag. As it was
ending, a large screen in front

of the City Hall was showing
the first of a series of video

recordings of Mahler’s sympho-
nies, conducted by Bernstein;

they will be followed by Kara-

jan opera performances on
film. These are. part of yet
another event, Klangbogen
(Sound Spectrum) which over-

laps the festival which in its

turn had overlapped with the

spring festival . .

.

Victor Price

Praemium Imperiale winners
The winners of the 5th
Praemium Imperiale this year
are Jasper Johns (painting);

Max Bill (sculpture); Kenzo

Tange (architecture); Mstislav
Rostropovich (music) and Mau-
rice B6jart (theatre/film). Each
winner receives £90,000

InternatiWAU
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Hi BAD KISSINGEN

Kissinger Sommer, a music festival

set in this north Bavarian spa town,

opens on Frl and runs till July 18.

In the opening concert Gerd

Albrecht conducts the Czech

Philharmonic Orchestra in works

by Gideon Klein, Mendelssohn and

Beethoven, with violin soloist Vhnane

Hagner. Emma Klritby gives a song

recital on Sat followed on Sun by

Bo]e Skovhus and Wolfgang

Hotzmair. This year’s other

attractions include operatic concerts

with Margaret Price, Cheryl Stoder,

Edith Wrens and Katia Rlcctereffl,

a staged production of Handel s

Tamertano, and symphony concerts

conducted by Lorin Maazei and

Kurt Sanderiing (Stock Bad

t Klssingen, Posffach 226OD-B730
v Bad Klssingen. Tel 971-807 110/

Fax 971-8071 91)

BONN
Valery Panov’s new Chekhov ballet

Three Sisters, with piano muse by

Rakhmaninov played by Vovka

Ashkenazy, can be seen at the oper

tonight Sat and Mon. Placido

Domingo sings the tide role in Otello

tomorrow. Ken Russell's new
production of Salome cam be seen

on Fri and next Tues, with EmHy
Rawlins, Graham Clark and David

Pittman-Jennrngs (773667).

Tomorrow at Beethovenhafle:

Michael Schoenwendt conducts
Beethovenhalle Orchestra in a
concert of popular orchestral works

by Offenbach, Johann Strauss, Bizet

and others, with soprano soloist

Nathalie Dessay (773666)

COLOGNE
Opemhaus Tonight Sat Tues: Un
balk) In masehera with Andrea
Gruber, Taro Ichlhara and Paolo

Corn. Fri: Billy Budd with Stuart

Kale, Boje Skovhus and Attan Evans.

Sun afternoon: TanzForum triple

bill, choreography by Jochen Ulrich.

Next Wed: revival of Kalya

Kabanova with Nadine Secunde

and Leonie Rysanek (221 8400)

Schausptethaus Tomorrow, first

night of new production of

Chekhov’s The Bear, directed by

Dimlter Gottschef (repeated.Fri, Sat

Sun). Sat In Schkwserei: new
production of Racine's classical

tragedy Phddre, cfirected by Torsten

Fischer (221 8400)

COPENHAGEN
ThroB Tonight Melos Quartet plays

works by Haydn, Brahms and

Debussy. Tomorrow: Niklas Siveldv

piano redtaL Sat Walter Weller

conducts Tivoli Symphony Orchestra

and Chorus in concert performance

of Tannhauser, with Ren6 Koto.

Sun: Gidon Kramer gives first recital

of two-week Tivoli Chamber Music

Festival, which Includes an Emerson
Quartet Beethoven cycle, Schubert

Ueder sung by Peter Schraier arid

concerts by Stockholm Chamber
Orchestra and Soloists of the

Moscow Conservatoire (3315 1012)

DRESDEN
Semperoper Tonight Les Contes

cTHoffmann. Tomorrow: chamber
music evening. Fri: Rakhmaninov
double bffl, pairing a ballet set to

The Isle of the Dead with his early -

opera The Miserly Knight Sat Dor

fliegende Hollander. Sun:

Friedemarm Layer conducts first

night of Willy Decker’s new
production of Don Giovanni. Tues:

Der RosenkavaHer (484 2731)

DUSSELDORF
Deutsche Oper am Rhein Tonight

Swan Lake. Tomorrow: Heinz

Spoerii's production of Giselle. Fri:

Tosca. Sat baBet double bffl. Sun:

Fabto Udsi conducts Pet Hahnen's

new production of TurandoL Tues:

Heinz Spoerii's ballet Goldberg

Variations (211-8908 211). Duisburg

Theatre has Rigoletto on Sat, La
nils mal gardSe on Sun and Ole

lustigen Weiber von Windsor next

Wed (203-3009 100)

FRANKFURT
• Luc Bond/s acclaimed

French-language staging of Ibsen's

John Gabriel Borkman comes to

the Schausptefftaus on Frl for four

performances, starring Michel Piccoll

(2123 7444)
• Andrf Heller's gypsy variety

show Magneton runs daily tin Sun

at Alto Oper. July 1 and 2: Pierre

Boulez conducts London Symphony
Orchestra (1340 400)

• Michael Boder conducts
Christof Net’s new production of

Die Meistersinger von NOmberg
at Opemhaus on Sat (ateo July 4,

11), with Alan Titus as Hans Sachs
(236061)

HAMBURG
The final performances of the John
Neumeier ballet festival at the

Staatsoper are Nutcracker tonight,

Prokofiev's Cinderella tomorrow,

a mixed bill on Fri, Requiem on Sat

and a Nijinsky gala on Sun (351721)

LEIPZIG
Opemhaus Tonight Le nacre di

Figaro. Tomorrow: Cosi fan tutte.

Fri: world premiere of Jdrg Herchefs
new opera Nachtwache, staged

by Ruth Berghaus. Sat Uwe
Schott’s ballet Pax Questuosa. Sun:

II barbiere di SMglia. Mon: La
boheme. Tues: Nachtwache. Next

Wed: Rameau’s Hippofyte et Arlcie

(291038)
Gewandhaus Tomorrow and Fit

Kurt Masur conducts Gewandhaus
Orchestra and MDR Chorus in

Mendelssohn's oratorio St Paul

with soloists including David Randall

and David WUson-Johnson. Sun:

Daniel Nazareth conducts MDR
Symphony Orchestra in symphonies

by Schubert and Bruckner. Tubs:

Alfred Brenda! plays Beethoven

sonatas (7132 280)

STOCKHOLM
Richard Hickox conducts Swedish

Radio Symphony Orchestra tonight

at Berwaldhalten in works by

Mendelssohn, Stenhammar, Alfven

and Delius, with baritone soloist

Ingvar Wixell (764 1800). The next
production at Drottninghoim Is Una
cosa rare, opera by 18th century

Spanish composer Vicente Martin

y Soler. opening July 10 (660 8225)

MUNICH
THEATRE
The final week of the World Theatre

season includes Chekhov's Three
Sisters in a production by Moscow's
Teatr na Pokrovke (daily tffl Sat at

Schclastika), the aedakned Th&Ure
de Complicate production of Street

of Crocodiles (Fri, Sal Sun at

Kammersplele) and Giorgio

Strehter's Piccolo Teatro cfl MUano
production of Goldoni's Le baruffe

chiozotbe (tomorrow till Sun at

Rasidenztheaterj. Tickets and
information from Maximilianstrasse
11 (291744)
MUSIC/DANCE
Hiroshi Wakasugi conducts Munich
Philharmonic Orchestra and Chorus
In Berfloz’s Romdo et JuOette on
Sun morning and next Tues evening
at GasteJg (4809 8614). Alfred

Brands! plays Beethoven piano
sonatas on Sun everting at
Herkutessaai der Residenz (299901).

Bavarian Stale Ballet’s mixed bffl,

with choreographies by van Manen,
Naharin and others, can be seen
next Tues and Wed at

Prinzregententheater (221316)

OPERA FESTIVAL
After camping out for the past

season due to hydraulics repairs

at the National Theater, the Bavarian

State Opera Is laying on an
extended five-week festival starting

on July 1. There wiB be new
productions of Lady Macbeth of

Mtsensk starring Hildegard Behrens
(July 1, 4, 8, 12), Die Frau ohne
Schatten staged by a Japanese
production team (July 7, 10, 13,

17) and La travtata with Julia Varady
(July 25, 29, Aug 1. 4). There are

also well-cast repertory

performances of Lucia di

Lammermoor, Tosca, four Mozart
operas and two by Wagner.
Recitalists include Thomas
Hampson, Felicity Lott and Hermann
Prey (221315)

STRASBOURG
STRASBOURG FESTIVAL
Theodor Guschibauer conducts
Tobias Richter's Opera du Rhin
production of Cosi fan tutte

tomorrow. Sat, next Tues and Fri.

Alfred Brendel is piano soloist in

a concert on Fri by South German
Radio Orchestra conducted by
Michael Gielen. The festival, which
runs till July 3, also includes

concerts by Strasbourg Philharmonic
and London Symphony Orchestras
(8832 4310)

STUTTGART
LUDWIGSBURG FESTIVAL
Tonight, tomorrow, Fri: Rudra Bdjart

Lausanne presents two B$art

choreographies, Op6ra and
Amorftoma starring Marcia Haydeza
Fri (Ordenssaal): Bach with La Petite

Bands conducted by Sigiswakl

Kuijkea Sun: Leipzig Thonrnnerchor.

More Esa-Pekka Salonen conducts
Stockholm Chamber Orchestra;

Sandstrtim, Mozart, Haydn, Bartok.

Mon (Ordenssaal): Heinrich Schtff,

Thomas Zehetmair and Tabea
Zmmermann trio concert

(7141-949610)

ARTS GUIDE
Monday: Berlin, New York
and Paris.

Tuesday: Austria, Belgium.
Netherlands, Switzerland,
Chicago, Washington.
Wednesday: France, Ger-
many, Scandinavia.
Thursday: Italy, Spain,
Athens, London, Prague.

Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(AU times are Central Euro-
pean Time)
MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.
Super Channel: Financial
Times Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:
Financial Times Reports
0930
Sky News: West of
Moscow 1130; 2230
Sunday Super Channel:
West of Moscow 1630
Super Channel: Financial

Times Reports 1900
Sky News: West of
Moscow 0230; 0530
Sky News: Financial Times
Reports 1330; 2030
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T
he 10-day miners’
strike in eastern
Ukraine has ended,
but for the Ukrainian

government it is a pyrrhic vic-

tory. To get the miners back to

work, it offered them a pack-

age of wage Increases and coal

price subsidies which ministers

admit could push the country

into hyperinflation by the
autumn.

The sharp deterioration in

the economy threatens not just

the stability of Ukraine, the

second most populous former

Soviet republic. It also has

Implications for the region.

Relations between Ukraine and
Russia are already tense: sev-

eral disputes between the two

following the break-up of the

Soviet Union are unresolved. A
deterioration in Kiev’s rela-

tions with the large and rest-

less Russian-speaking popula-

tion in its industrial eastern

region could fuel tension with

Moscow.
In contrast to Kiev's failure

to implement economic
reforms, one political goal has

been effectively pursued: Presi-

dent Leonid Kravchuk's aim of

bolstering Ukraine as an inde-

pendent state by creating its

own army. In the past two
years, Ukraine has built an
army of half a million soldiers,

armed with sophisticated con-

ventional weapons produced in

the former Soviet Union. Fur-

ther, Ukraine could be on the

brink of becoming a nuclear

power, tt is likely the govern-

ment will choose to retain, at

least temporarily, some of the

176 inter-continental ballistic

missiles on its territory.

But while Ukraine may be

growing stronger militarily, its

economy is increasingly
impoverished. The main reason

for its decline is the central

bank's run-away printing

press. Under pressure Irom
Russia, which felt Ukraine was
exporting inflation, Kiev intro-

duced its own. independent
currency, the coupon. So far,

the coupon's brief life has been

a disaster. Since January, the

currency has plunged to only a
sixth of its value against the

dollar, and, even before this

week's hand-out to the miners,

inflation was running at more
than 30 per cent a month.
The economic outlook is

likely to worsen. To appease
the miners, the government
promised a package worth 13

trillion coupons, a figure equal

to nearly half the tax revenues
Kiev expects to collect this

year. The subsidies come on
top of the 2 trillion coupons the
Ukrainian parliament agreed
to pay to the agricultural sec-

tor last week.
Announcing the payments.

Kiev’s

hollow
victory

Chrystia

Freeland on
tough choices

facing Ukraine

Mr Ivan lilin, deputy minister

of finance, pointed out that

"agreeing with the miners'

demands will lead to a 15-fold

increase in consumer prices.

This is hyperinflation’'.

Stagflation - inflation and

recession simultaneously -

might be a more accurate

description. As the value of

Ukraine’s money has fallen, so

has its output Western econo-

mists estimate that national

output overall tell by 16 per

cent last year. Among the larg-

est sectors, industrial produc-

tion declined 10 per cent while

there was an 11 per cent foil in

agriculture, Ukraine’s tradi-

tional mainstay, accounting for

The political battle

is one reason Kiev
has failed to
Implement

economic reform

about a fifth of national ouput
Industry has been hit by

Ukraine’s lack of competitive-

ness on world markets; a col-

lapse in trade with Ukraine's

traditional partners in the for-

mer Soviet Union, and a col-

lapse in military orders since

the union disintegrated.

Though combined inflation

and recession are no strangers

to the post-communist econo-

mies of eastern Europe,
Ukraine's crisis is especially

notable since it has not even
begun the Fundamental reform
- such as that undertaken in

neighbouring Poland - that

might hold out hope of recov-

ery. Recession and a leap in
prices in Poland were the
short-term pain dictated by the

transition to a market econ-

omy. In contrast, Ukraine's
feuding government has intro-

duced a patchwork of policies

which have disrupted the old,

centrally planned economy but
failed to create a market sys-

tem to replace it.

Some prices have been freed.

but controls on many others

remain. As a result although

consumers have suffered price

rises typical of the "shock ther-

apy” approach to reforms,

prices for agricultural goods

remain artificially low com-

pared with those for manufac-

tured products. This disparity

has left farms so impoverished

that the government has little

choice but to grant agricul-

tural credits or risk allowing

Ukraine’s fields lie fallow.

pome-grown economic woes

are exacerbated by the coun-

try's dependence on subsidised

Russian fueL

Russia is increasing its oil

prices to match those on world

markets. This, coupled with an

agreement between Moscow

and Kiev to conduct all trade

at world prices by the end of

the year, means Ukraine faces

a balance of payments gap of

between $2bn and $4bn this

year.

Ukraine's .main hope of

recovering from its economic

malaise is rapidly to imple-

ment a combination of tighter

monetary policy and structural

reforms, such as lifting price

controls, subsidies and
embarking on privatisation. Mr
Leonid Kuchina, prime minis-

ter, who says he backs such a
strategy, has been unable to

get reform under way because

of his battle with the president

and parliament over who
should be running the country.

If Kiev were to demonstrate

its commitment to economic
change, it could expect western

financial assistance, particu-

larly to help cover its trade def-

icit. An iMF programme tai-

lored to do that was in the

pipeline, but the internecine

conflict in Kiev which erupted

in May halted the negotiations

and delayed indefinitely the

delivery of IMF assistance.

The political battle in Kiev is

one reason the government has
failed to implement reform.

Another is that, as the miners'

strike demonstrated, Ukraine

is a fragile young nation, with
a weak sense of national iden-

tity. The government is paying
subsidies to unprofitable indus-

tries in part because it wants
to keep the country together it

fears that widespread closures

could undermine the loyalty of

millions of mainly Russian-
speaking Ukrainians in the
east
The black-faced, red-hatted

miners know the government
is in a quandary. But Kiev can-

not afford to continue indefi-

nitely to subsidise loss-making

industries and postpone real

reform. The brush with the
miners of the Donbass was per-

haps only a taste of what is to

come.

T
hese are busy days for

Mr Robin Leigb-Pemb-
erton, the governor of
the Bank of England

His 10 years with the Old
Lady of Threadneedie Street
are ending in a giddy social

wbjrL On Monday, he took his
leave of the City and politics.

Three former chancellors, Mr
Kenneth Clarke, the new ten-

ant of Number u Downing
Street, and Lady Thatcher,
were among those bidding fare-

well in the Bank’s ornate
Court Room. Last night it was
time to say goodbye to his

staff. In eight days, Mr Leigh-
Pemberton hands over to Mr
Eddie George, the present dep-

uty governor, and a new dep-

uty, Mr Rupert Pennant-Rea,
formerly of the Economist
The departure of any Rank

governor is a significant event

in the financial history of

Britain. But Mr Leigh-Pemh-
erton is going after a particu-

larly momentous two terms of
office.

Monday's high turnout of the

great and the good from West-
minster and the City may be a
sign that the Bank’s star is

again in the ascendant after

recent setbacks. Although Mr
Leigh-Pemberton has experi-

enced his fair share of ups and
downs since trading the chair-

manship of the National West-
minster Bank for his secluded

office facing onto the Bank's
Garden Court, he is leaving the
Bank in reasonable shape In

spite of the pound’s exit from
the European exchange rate

mechanism and criticism of

the BCCT closure.

It has benefited from
Britain’s departure from the
ERM to the extent that it now
hag a clear mandate to fight

inflation and a more open rela-

tionship with the Treasury,
with which it shares responsi-

bility for monetary policy. In
the lively debate currently
under way over whether the

Bank should have more auton-

omy, Mr Leigh-Pemberton
clearly feels that the tide of
history is moving the Bank’s
way and in the direction of

independence.
Nevertheless, in spite of the

internationalisation of the City

and the cut-throat competitive-

ness of today’s financial mar-
kets. he argues that the Bank
still has "a very strong tradi-

tional position of prerogative

in the City”. The governor’s

eyebrows may be backed with

statutory powers rather than a
dominant position in the mar-
kets these days. But used judi-

ciously, they can still exact

obedience in the Square Mile.

Speaking in his office yester-

day, Mr Leigh-Pemberton said

he was convinced that central

Robin Leigh-Pemberton, the out-going governor

of the Bank of England, speaks to Peter Norman

Highs and lows of

a decade

Mitay Astmood

Robin Leigh-Pemberton: Bank still has *a very strong traditional position ofprerogative tn the City’

bank independence is “an idea

that is gathering momentum
all round the world". He appre-
ciates that Britain has a prob-

lem of reconciling indepen-
dence with parliamentary
accountability: "But I’m not
convinced that this is insolu-

ble."

The way forward, he sug-

gests. is to allow the Commons
Treasury and Civil Service

‘On balance it is

best that
supervision is

carried out in the
central bank*

Select Committee to play a key
role in holding the governor of

an independent British central

bank to account "One or two
MPs have said to me that
answerability on the floor of

the Commons is fundamental,"

he says. "But as a matter of

fact, MPs have a much better

opportunity to test an official

or a governor in the select

committee where you can fol-

low a line of argument to its

end over a period of three

hours. On the floor of the
House, you get a question, a
supplementary and then per-
force the matter moves on."

He believes a Treasury Com-
mittee report on the future of

the Bank
, which is due

towards the end of this year,

could be a good starting point

for a “a very careful and con-

sidered debate" on the merits

of Bank Independence.

In the meantime, much of
the obscurity and secrecy that

used to surround the making

of monetary policy by the

Bank and Treasury has been
stripped away as a result of the
greater openness that has fol-

lowed Britain’s departure from
the ERM and the adoption of a
specific inflation target com-
mitting the government to

keeping underlying inflation

below 4 pm- emit over the rest

of this parliament. This state

of affairs is “quite the most
satisfactory of my 10 years as
governor", he sots.

But the Bank, unlike some
central banks, has other
responsibilities besides achiev-

ing price stability. Is there not
a danger that it will be subject

to conflicts of interest if it

retains responsibility for bank-

ing supervision or the welfare

of British industry?

“I don’t think there is. 1 find

it surprising that people ask

that question," he says. “I’ve

never found a conflict of inter-

est between our prime func-

tion. which is sound money,
either with banking supervi-

sion or with the Bank's indus-

trial finance policy.

“People may think one must

He is clearly

worried by lapses
In the City’s

commercial
morality

go easy on banking supervi-

sion or one must go easy on
monetary policy because of the

strain on the banks. Quite the
opposite, we must make sure

the financial sector remains
vigorous in an environment of

monetary stability. And the
same goes for our work in

industrial finance.”

Nor does be -consider the
problems that the Bank's
supervisory department has
faced in controversial cases

such as the Johnson Matihey

SSk rescue of

more recent closure of BCCT

are reasons for the Bank to

pull out of supervision.

“I understand the arguments

for hiving off- And there have

been moments when I’ve been

sorely tempted to say the Bank

would be better off to be

relieved of this very difficult

function. But my opinion,
stm

remains that on balance it -w

best that supervision is earned

out in the central bank."

A free-standing supervisory

authority would have to rely

on intelligence provided by the 1

panic. At the same time, the

Bank needs to “remain very

close to the banking industry,

partly In order to better work

its market operations but

chiefly aIso to have its finger

on the pulse for lender of last

resort functions".

But remaining close to bank-

ing does not mean taking an

uncritical view of develop-

ments in the Square Mile.

Lapses in the City’s commer-

cial morality clearly worry Mr

Leigh-Pemberton. “People in

the City are driven to cutting

comers by competitive pres-

sure," he says.

In tins hyper-competitive

world, the central bank gover-

nor has to use his powers dif-

ferently than in the past But

the famous eyebrows can still

have an Impact
“It is still possible to exercise

powerful influence over lead-

ing figures in the City and its

institutions. The reason one

can do this nowadays is per-

haps because of the back-
ground of statutory powers.”

Whatever the reasons, the

end can be effective. There

have been cases where “one

might have to say to a certain

person or a certain house:
‘Well look, the way you’re con-

ducting business, it's not really

acceptable. Please accept my
advice and adjust your style,

because if not.~we may have to

think about a formal finding.

And Tm sure you wouldn't like

that’.'' Such tactics may be
reminiscent of the old-boy net-

work of past decades, but they

have worked in his 10 years of

office.

Looking back, Mr Leigh-
Pemberton' would like to be
remembered for having helped

bring inflation down. He is also

pleased with the progress that

Britain is ma icing in European
affairs although “there have
been terrible upsand downs".
“But if you want me to

answer you quite personally, I

would like to be thought to

have given good leadership to

the City, the banking industry,

even modestly internation-

ally,” he says.

E
nron certainly

takes a worldly

view of the natur-

al gas business. But

addressing the global

need for clean, reliable, ;

cost efficient energy

goes hand in hand with

our objective of becom-

ing the worlds first

natural gas major. And

were well on our way.

We are leaders in the

li.S. natural gas market

because we anticipate

and understand change.

Our ongoing develop-

ment of innovative

products and services

is unsurpassed in the

industry.

We're also convinc-

ing policy and decision ;

makers around the

world of the advantages

of natural gas. In the

process, Enron has

established a global

presence via major

pipeline, exploration,

production, liquids

projects and, very

visibly, power installa-

tions.

In countries like the

United Kingdom where

the electric generation

industry has been priva-

tized, Enron has used its

integrated natural gas

project development

and management skills

to develop, build and

now operate the world's

largest gas-fired cogen-

;

eration plant. In other

countries like the

;
Philippines and

Guatemala, Enron

moved fast to provide

critically needed power

;
generation capacity. •

And with every com-

pleted venture, Enron

has come one step clos-

;

er to achieving its vision

|

of becoming the worlds

;
first natural gas major.

But we recognize

that to realize our

: growth and vision we

: must keep our eyes wide

! open for new opportu-

• nities at home and

abroad. That's our cul-

? ture. Ids all part ofbecom-

:

ing the world's first nat-

ura! gas

• major. Houston, Texas
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Executives’ pay should reflect value
Prom Mr Joel AT Stem.

Sir. In “The gravy train

bumps along” (June 22), Robert

Rice asks how the executive

gravy train - including huge
pay-offs for failure - can be
stopped. Unfortunately, the
problem is not just pay-for-

performance. The fundamental
structure of “debt-equity”
schemes is the true underlying
problem. The sum of wages,
retirement income and medical
benefits, all senior liabilities of
the firm, represent as much as

90 per cent of total compensa-
tion, with the 10 per cent
remainder coming from equity
rfaims in the form of variable

pay, profit sharing, and shares

or share options. This disequi-

librium motivates managers to

increase the firm’s size, often

with alarming results.

A for more sensible alterna-

tive is to alter the weighting to

something closer to 50-50.

Moreover, bonuses should be
tied to the most significant

operating result associated
with creating share value.

Research indicates that eco-

nomic value added (EVA) is as

much as three times as impor-
tant as earnings dividend
growth, and cash flow. EVA is

total capital multiplied by the

difference between the rate of

return on total capital and a
cut-off or threshold rate of

return for risk.

To make maximum EVA an
incentive, managers should
receive a percentage of the
amount of EVA as a first

bonus, and a second bonus
based on a percentage of the
change (or improvement) in
EVA. There should also be a
distinction between declared
and paid bonuses.

I suggest only one-third be
paid immediately and the
remaining two-thirds be depos-
ited into a bonus bank to be
paid later. The two-thirds, is

subject to loss if the change in
EVA next year and the year
thereafter Is sufficiently nega-
tive or if the manager/

employee leaves. A proportion
of the bonus can be used to

purchase share options that
have a rising exercise price.

More than 50 companies
have implemented EVA incen-
tive schemes and the results
have been phenomenaL Boards
of directors have aligned the f
interests of shareholders and
managers, and realigned the
distribution between senior lia-

bility claims and equity claims.
Most importantly, there cannot
be any pay-off for failure.

Joel M Stern,

managing partner.

Stem Stewart & Co,

40 West 57th, 20th floor.
New York, NY 10019. US

System fails

if wages
have to fall
From Mr Derek Reed.

Sir, Edward Balls’ report on
rising unemployment in the
European Community (“A
labour market gripped by
'Euro-sclerosis’", June 21)
suggested that the only solu-

tion lay in following the experi-

ence in the US, whose better

performance on employment
be attributed to falling real

wages. He did not, however,
discuss the further question

which his analysis prompts,
though tt stared the reader so
closely in the face: why, in a
time of rising productivity,

should real wages have to tell?

To turn to basics, rising pro-

ductivity means that the aver-

age unit of labour (or, to non-

economists, person) produces

more goods and services. Fall-

ing real wages mean that that

same person is rewarded for

his or her labour with fewer

goods and services.

To argue that mass unem-
ployment can be avoided only

by foiling living standards at a

time of rising productivity and
rising productive potential is

surely to point to a massive
failure of our economic system.

Equally surely, an adequate

response to -mass unemploy-

ment must start by identifying

the source of that failure.

Derek Reed,

adviser on economic and
industrial affairs.

Socialist Group,

European Parliament,

79-115 rue Bellaard.

1047 Brussels

Mortgage arrears gloom overdone
From MrAdam Cole.

Sir, Your article (“Mortgage
arrears leap", June 21) may
well overstate the gloom sur-

rounding the mortgage arrears

data you report, although the
overall rise In mortgage
arrears over the last year was,
of course, disappointing. Your
analysis misses an important
statistical point You asserted
that, in. spite of a halving in
mortgage rates since 1991, the
number of households in two
or more months' arrears rose
by 27,000 in the year to the end
of March. This made no refer-

ence to the feet that, because
mortgage rates have fallen (by
3 percentage points over the
period), many people find
themselves more months in
arrears - although their level
of arrears has not increased.
An individual who is six
months in arrears with mort-
gage rates at 16 per cent is 12
months in arrears if mortgage
rates foil to 6 per cent and the
monthly repayment halves.
As the number of home-own-

ers in arrears for shorter peri-
ods fell sharply (down by 43,000
for arrears of less than six

months), while the number inf
arrears for longer periods
increased (up by 73,000 for
more than six months), thfa
technical effect may account
for a large part of the increase
in longer-term arrears. The
success of the government In
persuading lenders not to
repossess such homes probably
played a relatively minor role.
Adam Cole,
UK' economist,
James Capet A Co.
Thames Exchange,
10 Queen Street Place,
London EC4V 1BL

Suchocka government wasted chances
From ProfKdzimien Stanczak.

Sir, As a Pole and an econo-
mist, I completely disagree
with your editorial, “Poland on
a detour" (June 2), which is

sympathetic to the toppled gov-
ernment of Miss Suchocka.
This government’s preoccu-

pation has been with pleasing
the International Monetary
Fund, by implementing an
archaic economic theory dog-
matically allergic to any bud-
get or trade deficit. Yet, eco-
nomic research in the last 20
years has shown that, in the
case of temporary government
spending, such as paying for a
transition away from commu-
nism, an optimal policy would
include budget deficits. Also,
under certain conditions, the
precise way the government is
financed (via debt or economi-
cally efficient taxes, for exam-
ple) is irrelevant.

Furthermore, a country

which moves from a low-effi-
ciency to a high-efficiency
state should borrow, not pay
back or lend. It should,- in
other words, run a current
account deficit
Miss Suchocka’s cabinet has

also spent its energy on a
hand-holding approach to mass
privatisation and introduced
new taxes (22 per cent VAT. for
example), tariffs (which are
due to increase by 6 percentage
points) and so forth. But the
government has failed to recog-
nise tiie importance of lawsto
establish property rights, pro-
motion of competition and
growth through the accumula-
tion of stalls. It has also chosen
not to be bothered by thei4cent rate unemployment
As expected, the efforts ofMiss Suchocka to change theEuropean CommuntiTwmcy

towards Poland have pwjffinothing. Poland’s competiSro

exports continue to race obsta-
cles and, having adopted EC
fonfls as well, Poland ends up
protecting jobs where EC
industry is most inefficient,
jobs which sometimes the
country does not even have.
The cabinet has foregone a
more natural option for a small
country: a multilateral
approach that would include
tree trade areas with a large
ftofobw of countries, including
the US.

Poland’s crime rate
going through the roof and the
quality of schools going down
toe drain, the Suchocka gov-
ernment’s incompetence and

of vision has wasted
another chance for Poland an?
ner teething capitalism,
^nzunierz Stanczak,

professor ofeconomics,

Bilgard Aoe,
Los Angeles, CA 90024-1477
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(A global test
for Germany
THE WEST'S disarray in the face
of Bosnian and Somali bloodshed
has not facilitated Germany's
efforts to inch towards a new role
in foreign policy. In 1990, German
politicians spoke persuasively of
the need to fulfil the country’s
weightier post-unity responsibili-
ties. Above all. they started to
search for a legal and political
mechanism to allow the German
army to take part in peace-keeping
missions outside Nato.
Three years later, Bonn is still

looking for a means of carrying
out this goal in a way which com-
mands a domestic consensus and
which is practical. It is in the
interest of Germany and of the
rest of the world that this aim is

accomplished. Unless it can partic-
ipate fully in peace actions
bunched by the United Nations,

f | Nato, or the European Commu-
nity, Bonn will not be able to play
the international political part jus-
tified by its economic stature.

The hearings yesterday at the
constitutional court over Bonn's
dispatch 01 troops for the UN mis-
sion in Somalia highlight Chancel-
lor Helmut Kohl's difficulties. Dis-
comfited by the US-led attacks in
Mogadishu earlier this month, the
opposition Social Democrats (SPD)
are undertaking emergency action
to try to overturn the decision to

send 1,700 German troops to east

Africa. The UN secretary general
will tell Mr Kohl in Bonn today
that the Bundeswehr’s presence in
western Somalia is vital.

The constitutional judges seem
likely to dismiss the SPD's argu-

0 |
ments. Two months ago. they

turned down a similar bid to with-
draw German airmen from Nato
aircraft enforcing the UN nofiy
zone over Bosnia. However, Mr
Kohl’s government is still

immersed in wearisome negotia-
tions over constitutional changes
to clarify the overall legal frame-
work for Bundeswehi' deployment.
The decisive element in this

juridical quagmire is likely to be
the question of political will.
Mindful of the constitutional lim-
its, Mr Kohl’s government has,
sensibly, been extremely cautious
in using the country's armed
forces in the Bosnian »nd Somali
conflicts. However, in other poli
cy-making fields, Bonn’s stance
has been less restrained.

German pressure was the main
reason for the EC’s rash decision
to recognise Croatia in December
1991. Yesterday, Mr Kohl called far

the EC to lift its arms embargo
against the Bosnian Moslems,
risking yet another EC split.

Meanwhile, Mr Klaus Kinkel, the
foreign minister, has ruffled feath
era in the UK and France by sug-

gesting that Germany should
become a permanent member of
the UN security council. These ill

judged actions cannot be ignored
when they come from a govern-
ment as important as Germany’s.
This makes it all the more impor-
tant that Bonn should atjjust its

constitutional and political frame-
work in line with its international

responsibilities. Germany's will-

ingness to place its military at the
service of the international com-
munity is a concrete test of this

process.

BTU tax RIP
THE ENERGY tax which
President Clinton announced in

February was that rare thing: a
tax that would raise money and
improve economic efficiency at

the samp time. Four months of

special pleading later, the chances
that it will do either are fading

fast Mr Clinton’s difficulties hold
important lessons for govern-
ments chasing the same prize.

When first unveiled, the BTU
(British thermal unit) tax was the

cornerstone of Mr Clinton’s defi-

cit-cutting package, intended to

raise $72bn over five years. The
final version has yet to emerge
from Congress. But the idea of tax-

ing fuels on their thermal content

has already been dropped. So too

has the revenue figure, now likely

to be some two-thirds lower. What
went wrong?
As with much of the Clinton

plan, the BTU tax began Ufa as a
careful compromise, less green -

and trickier to collect - than the

carbon tax the purists would have

wanted, but apparently more

fl
|
likely to survive. Unfortunately,

the horse trading did not end

there. Both efficiency and clarity

of purpose were the losers.

Increasing the price of fuels

with a tax improves economic effi-

ciency to the extent that it makes
people pay the full social cost of

using the fuel. Not all fuels

impose the same costs. If a tax is

to capture the differences between

them, it must be shamelessly

selective, hurting some energy

users more than others. The prob-

lem is finding a way to sell such a

seemingly capricious tax. As Mr
Clinton discovered, the result can
be a costly mess.
Complicated taxes are usually

the result of pinning several dis-

tinct to a single mast In the

case of the BTU tax, Mr Clinton

tried to meet an environmental
objective, while giving into the
demands of ’dirty'’ fuel lobbies

and bolding on to future revenues.

The predictable result was an
exemption-ridden monstrosity, too

complicated to collect or. Indeed,

to defend. When he abandoned the

BTU tax altogether on June 9, it

was a mercy killing.

Finding a replacement seems
just a local US difficulty. Some
kind of generalised fuel levy is

likely, along with further budget

cuts to make up the revenue
shortfall Both are clearly desir-

able in their own right For envi-

ronmentalists, however, a uniform
tax is a blunt instrument since it

fails to match tax paid to relative

damage done.

This is why non-Americans
should pause. There may be little

new in the sight of yet another US
president trying to introduce the
kind of fuel taxes which have long

been accepted in other OECD
countries. But Mr Clinton began
on a fresher path, which many in

Japan and the EC wish to follow.

Bis ambition was to combine an
environmentally nuanced idea of

efficiency with cutting the budget

deficit. After the death of the BTU
tax, governments may well won-

der whether both can be tackled

at once.

Risk at Lloyd’s
BLIGHTED LIVES, dashed hopes,

wrecked health and happiness:

after any great boom comes the

reckoning. The boom at Lloyd’s in

the 1980s was proportionately as

great, in terms of reckless overca-

pacity, as in any of the world’s

financial markets. The tragedies

are those of gullible people sucked

into a bubble.

Lloyd's victims feel a special bit-

terness. Membership of the society

was too often offered as a privilege

of friendship, not a commercial

investment The bitterness of this

legacy, and the litigation to whidi

it has given rise, is one of Lloyd’s

moat pressing problems.

Unless it is resolved, it poisons

the market's chances of building

on the sharp recovery in the

underlying conditions of business

reported at yesterday’s AGkL It

will prevent the large-scale influx

of new capital, probably in a cor-

porate, limited-liability form, on

which Lloyd’s future depends.

The losses of the worst-hit

groups of syndicates, those where

Names have the best chance of

making a legal case against the

fanner managers, run to at least

£l.Sbn. Where can the money be

found to settle these claims out of

court? One possible source is toe

funds available in toe E&O syndL

1 cates - the insurers who would

$ hear the cost of any proven nus-
'

' conduct by managers - whmhfor

these syndicates are put at £700m-

S900hl
, , . .

The E&O insurers would obvi-

ously seek to avoid paying out

this much, and a contribution

from Lloyd’s central funds would

also be necessary. The Lloyd’s

management appears to be hoping

to keep any such contribution,

effectively a levy on the general

membership, below £100hl
So the chances of a settlement

revolve around how much the

E&O insurers can be pushed into

paying, how much more Lloyd’s is

prepared to pay from central

funds, and the proportion of the

losses which the Names are to

bear. This crude arithmetic sug-

gests that a deal to pay, say, 50p

in every pound of these syndi-

cates’ losses is just about achiev-

able, if the Names can be per-

suaded to settle for such a
figure.

If they cannot, or If the funds

run short even at this level,

Lloyd’s may find itself pressed to

re-examine the options it has

fiercely, rejected - levying an
extra entry fee on would-be corpo-

rate investors; or borrowing
against future profits to pay off

The stakes are high. Without a

solution, Lloyd’s may be unable to

trade its way back to prosperity

and a secure future. Lloyd’s

deserves the best efforts of its

managers and members in the cru-

cial phase of negotiations over the

settlement that lie ahead. Meanr

while, down in the Caribbean, the

hurricane season is starting. A
string of natural disasters, deplet-

ing the market’s capital, would

greatly hamper the task of finding

the money for a settlement The

odds are very finely balanced.

O ne year after the Rio
Earth Summit, the
world's most ambi-
tious attempt to
address global envt

ronmental issues, ministers from
more than SO countries have the
opportunity to assess its legacy.

In New York today, they will hold
the first meeting of the United
Nations Commission for Sustain-
able Development, which is
intended to help turn, the summit's
principles into reality.

The summit’s long-term impact is

hard to judge, because recession
has pushed the environment down
the political agenda in many coun-
tries. The past year has, however,
justified the warning of Mr Maurice
Strong, Rio’s organiser, that “we
simply cannot save the world in a
one-shot quick-fix conference".
Progress towards many of the spe-

cific targets set by the summit has
been slow, although Rio has won
credit far changing attitudes in both
developing and industrialised coun-
tries. And pressing questions
remain about whether Rio's aims -
from international treaties to rais-

ing environmental awareness -
were the right ones.

Rio produced two main treaties -

a framework convention on climate
rhangn to help CUtb the threat of
global warming, and a biological
diversity convention, to help pre-
serve the number and distribution

of the wodd’s species.

Twenty-six countries have ratified

the climate change conventual out
of the 166 that signed it. These
countries, including three of the
biggest present or future emitters of
gases - the US, China and Japan -

are committed to producing plans
within a year for curbing "green-
house gases”. The total number
may seem small, but the convention
will become international law when
50 have ratified; up to another 44
countries, including the UK, expect
to ratify later this year.

That tally is better than some
critics of Rio feared in its immedi-
ate aftermath. The target may have
helped focus minds - several coun-

tries are well advanced in plans for

curbing the gases, particularly car-

bon dioxide. Governments have
found energy taxes particularly
attractive - far instance, the UK
brought in new fuel taxes in the

March Budget. Environmentalists
argue that such tares are better at

raising money than at persuading
people to use less energy.
But there have been recent signs

that momentum on the climate
change convention is flagging. The
CUnton administration is modifying

its proposal for a nationwide energy

tax in the face of congressional

opposition. The European Commu-
nity is also embroiled in a long-run-

ning dispute between member coun-

tries on the feasibility of an energy

The Rio Earth Summit offered inspiration, but it

ignored some vital issues, writes Bronwen Maddox
tax weighted towards fuels with the
highest carbon content
The biodiversity convention has

encountered similar problems. One
of Rio's dramas was the refusal of
the US under President George
Bush to sign it The administra-
tion's objections stemmed appar-
ently from the potential threat to

the US biotechnology and pharma-
ceuticals industries, but it was
alone among toe leading industria-

lised nations in opposing it

Three weeks ago the Clinton
administration, which has mad*»

much of its “green” intentions,

finally added its name. But of the
168 countries which have signed,

only 20 have ratified, including only
four that are particularly rich in

species - China, Ecuador, Mexico
and Peru. The treaty still needs
another nine ratifications before it

can come into force.

One of the difficulties in imple-

menting the conventions been
funding. The World Bank's Global
Environment Facility, set up in 1990

to help developing countries finance

environmentally beneficial projects,

is currently supporting more than

100 projects.

However, the facility has faltered

mi two counts: first, international

wrangling over the criteria used to

pick projects; second, its budget is

small compared with its aims - the
$1.3bn pledged by World Bank
donor countries for Its three-year

pilot phase has nearly gone. In Bei-

jing last month, some 60 partici-

pants in the facility estimated

it would need from 82Jtbn to $4bn
over the next three to five years.

Apart from the two flagship con-

ventions, a host of broader, but less

specific, measures was agreed at

Rio: a statement of aims for forests,

a declaration of environmental prin-

ciples, and the Agenda 21 action
plan - an 80Q-page plan for achiev-

ing global “sustainable develop-
mant”. The task of turning these

high-minded but Hi-defined propos-

als into environmental improve-
ment falls to the new Commission
for Sustainable Development
While today’s inaugural meeting

of the commission seeks to do no
more than set up reporting proce-

dures and administration, some
observers are sceptical that it can

live op to its wide remit One close

observer of the preparations says:

They are already arguing over tiny

phrases within sub-clauses - it’s

just like Rio all over again." But
other officials and advisers report a
“refreshing" and unexpected
absence, so far, of the north-south

divides that characterised much of

the Rio debate.

Some feel that the apparent nar-

rowing of toe gap between north
and sooth in the past year reflects a
change in underlying attitudes

since Rio.

Mr Richard Sandbrook. director of

the International Institute for Envi-

ronment and Development, an inde-

pendent think-tank, says: “Rio’s
effect on governments is remark-
able. It bas changed attitudes in

developing countries more than in
the OECD. A lot of thfim, such as
Zimbabwe and Pakistan, are draw-
ing up sustainable development
plans in a way they would not have
done before.”

By setting a precedent for inter-

national consensus, the Rio conven-
tions may have helped push
through last November's interna-

tional treaty, agreed in Copen-
hagen. on curbing damage to the

ozone layer.

Mr Chris Hampson, a board direc-

tor of ICI. the UK chemicals group,
and a former member of the UK’s
recently di<sh«mdad Advisory Coun-
cil on Business and the Environ-
ment, which was set up by the
Department of the Environment,
argues that Rio also brought about

a change in businesses' approach to
the environment “It was toe first

international conference in which
business was brought in officially.

It recognised that in toe end busi-

ness will have to deliver the goods,”
he says.

Despite such endorsements, the
question of whether Rio bad toe
right priorities remains. Climate
change still heads many govern-
ments’ lists of environmental con-
cerns, and environmental groups
report considerable public support
for the issue. But biodiversity ques-
tions have been partly eclipsed, at

least in the public mind, by recent
battles over commercial whaling.
US and UK government officials

also say privately that Rio’s empha-
sis on sustainable development and
the third world is remote from the
public’s environmental priorities,

which tend to focus on conservation
of the countryside. Several aca-
demic economists have taken a tilt

at the notion of sustainable develop-
ment promoted by Rio. They argue
that the concept is confused, given
that any economic activity uses up
some irreplaceable resources.

M ost important, per-

haps, is that in toe

past year it has
become clear that

Rio ducked several

environmental issues which will

dominate the next decade. It had
almost nothing to say on the grow-
ing conflict between proponents of

free trade and environmental regu-

lation. Such battles have come to

the fore recently, for example, in

the US's dispute with the General
Agreement on Trade and Tariffs

about whether it can ban imports of

Mexican tuna fish.

Rio was likewise reticent on the

subject of population growth and
birth control, for fear that contro-

versy would scupper the whole con-

ference. Last week. Mr A1 Gore, the
US vice-president chose to devote

much of his Rio anniversary speech
to these topics.

The limitations of Rio's agenda do
not mean that its impact should be
dismissed. At the very least, by
gathering together ministers from
more than 100 countries, it estab-

lished the principle that some envi-

ronmental issues are global and
urgent, requiring international
cooperation at the highest govern-

mental leveL

But the record so Ear erf the Rio
signatories in devising practical
answers to problems of climate
change and biodiversity is mixed.

Rio called for long-term solutions to

long-term questions, but both its

supporters and critics want to know
how long they should wait. On its

first anniversary, Rio offers inspira-

tion for tackling the planet’s envi-

ronmental problems, but has not
yet produced solutions.

An antidote to financial distress
Against a back-
ground of profound
changes in recent
years in the scope

and nature of gov-
ernment involve-

ment In economic
„ activities, the idea
PERSONAL, ot a partnership

VIEW between govern-
ment, banking and

business to help stimulate economic
recovery is gaining increasing
attention. Such a partnership was
recently advocated by Brian Pearse,
Midland Bank-chief executive (Per-

sonal View, May 14), as being capa-

ble of addressing three key areas

where financial distress is most
likely to affect small enterprises.

These were their overdependence
on short-term, fickle and often

expensive liabilities, the shortage of

equity funds and long-term debt,

and their vulnerable cash flows.

This idea of a partnership, in the

grey area where there is still scope
for private Initiative and public

involvement to come closely
together, echoes one of the themes
debated at the meeting of European
heads of state in Edinburgh last

December. On that occasion, there

was a unanimous recognition both
of the need to alleviate the impact
of the recession on small businesses

and of the fact that this would be
more efficiently and economically

achieved through a pooling of pub-
lic and private Initiatives and
resources.

As a consequence, on top of tem-

porary measures designed to stimu-
late economic growth, it was
decided to create the European
Investment Fund (£lF), an affiance

among Europe’s banks, the Euro-
pean Commission and the European
Investment Bank (EIB). Initially,

the main activity of the EIF will be
to provide loan guarantees both to

European small and medium-sized
enterprises (SMEs) and to trans-Eu-

ropean networks projects, the latter

mostly in the fields of telecommuni-

cations, transport and energy. At a
later stage, the interventions of the

EIF may be extended to Include
equity finance.

The initial subscribed capital of

the EIF will be EcuSbn (about
£L6bn at current exchange rates), of

which 30 per cent is to be supplied

by European banks, 30 per cent by
the Commission and 40 per cent by
the EIB. The amounts of invest-

ments and commitments the EIF
can take on could eventually be as
much as eight times its subscribed
capital, or some £12£bn worth of

guarantees and investments.

The ElF’s activities will be con-

ducted entirely on the basis of mar-
ket principles, and will include the

duty to seek an adequate remunera-
tion to the capital employed by its

shareholders. The necessary prepa-

ratory work is well under way, and

The European
Investment Fund

could help alleviate

two enduring market
failures

we hope to start operations by year-

end.
Though not the first attempt at

marrying private financial institu-

tions with public agencies (a few
similar cases have successfully been
implemented in the US in toe field

of mortgage guarantees for residen-

tial boosing), it is nonetheless an
Innovation in the European finan-

cial landscape. The expectation is

that it could go some way towards
alleviating two enduring market
“failures", or “market needs”.

The first of these market failures

is the lack of long-term guarantee
mechanisms capable of drawing suf-

ficient private funds to the infra-

structure projects so vital to a well-

functioning European single mar-
ket Tins will be the main area of
activity of the EIF. at feast in its

initial phase.

There are two main objectives.

One will be to facilitate an
increased involvement of traditional
providers of hinds, such as banks,
by reducing their capital require-

ments or transferring risk expo-
sures.

The other will be to attract new
investors by relieving them of cer-

tain types of project risks or by
adding liquidity to the financial
claims harking infrastructure pro-

jects. Either way. the Intervention

of the EIF would aim at enhancing
existing market mechanisms and
widening the pool erf funds directed
at these projects.

The second market need that the
EIF will try to address is toe thin
and often highly volatile flow of

long-term debt and equity funds to

Europe’s small companies, a key
component of the Community’s pro-

ductive sector. Here, the EIF would
complement the existing public
loan guarantee schemes and other
market mechanisms by offering
loan guarantees to financing facili-

ties which support investments by
SMEs. It would thereby ease
smaller companies' access to
long-term finance, and make avail-

able better and cheaper terms and
conditions.

To pick up Brian Pearse's theme
again, the EIF will represent
exactly the kind of co-operative
action between government, banks
and businesses that he advocates.

In taking it forward, the EC mem-
ber states and the founding mem-
bers of toe EIF will aim to help get
Europe's economies back on their

feet and make them better able to

respond to the competitive chal-

lenges of increasingly open world
markets.

Sir Brian Unwin

The author is president of the

European Investment Bank

Observer
Retainer

wanted
The Vesteys, one of Britain's

most secretive and old-fashioned

family businesses, has decided to

call it a day. They have hired a
firm of head hunters to find a new
cMgf executive and chief financial

officer to take over toe day-today
management of their empire.

Most big family companies facing

toe scale of problems that the

Vesteys currently face would have

long since called in outside help.

Indeed, Lonrho’s Terry Robinson

was drafted in 18 months ago to

save Union International, the

biggest bit of toe Vestey empire.

Perhaps because Robinson Is

doing such a good job, Edmund
and Sam. the two Vestey cousins,

have derided that what they need

now is a professional chief
executive, plus cfo, to head a new
management company which wfl]

oversee the Union meat business,
Vestey’s shipping interests and
any other bits of the family silver

which might be thrown in.

Edmund Vestey wHl become
non-executive chairman and there

will still be other Vesteys on the

board. But strategic and day-today

control wHl be transferred to

professional managers. Thejob

has its attractions. After all toe

Vestey empire has a £1.5bn

turnover gnd any chief executive

win be well rewarded. There is even

a hint that the Vesteys might want

to unlock some of their wealth via

a stock market float one day.

The downside is that the business

owes its bankers a lot ofmoney
and it could be difficult running
a family business if toe owners
do not always see eye to eye and
Terry Robinson feels his position

is being undermined.

Hush hush
It will be steady as she goes

when fifaersk Mc-Kinney Mailer

retires from the everyday
management of Denmark's A. P.

Moller group, one of the world’s

big shipping companies, next week.
MoH^, 80 next month, almost

never gives interviews and ids

group discloses as little financial

information as it decently can. But
when Jess Soderberg. 48, formerly

financial manager of the group,
takes over from Moller, the old man
will still be very much in evidence.

He wUl remain as chairman of the

group’s twin parent companies,
the listed D/S Svendborg and D/

S 1912, founded by his father,

Arnold Pter Moller, at toe

beginning of the century. No
surprise then that a prompt request

by the FT for an interview with

Soderberg to mark the changing

of the guard was politely declined.

BT3 - the end
Roll an July 14 when toe third

and final sale of BT shares win

bring to an mid the appalling TV

|

adverts for the offer featuring the

There could be a free knighthood
for whoever sorts this out’

bumbling Inspector Morose played
by comedian Mel Smith. Dreamt
up by advertising agency WCRS,
the BT3 campaign is (for anyone
fortunate enough to have missed
it thus far) a weak parody of
Thames TV’s Inspector Morse
series, based on Colin Dexter's

opera-loving detective.

Actually, Observer can put
viewers out of their misery even

sooner by revealing how toe whole

thing ends. The mystery

share-buyer toms out to be none
other than John Thaw, the actor

who plays Inspector Morse in “real

life”. The showdown is in the south

of France, scene of Thaw's
poorly-received appearance in

another TV series, Peter Mayle’s
A Year in Provence.
Do hope this little bit of inside

information doesn’t result in the
BT3 issue staging an equally

spectacular flop.

Poetic licence
Odd how the owners of some

of toe least attractive buildings
in the country regard themselves
as stewards of the country's artistic

heritage.

Take Slough Estates, the UK’s
biggest industrial landlord. It is

running a poetry competition about
the aesthetic merits of Slough to

redress the injury inflicted on the
town by John Betjeman's
“disgraceful” poem. British Land
- owner ofa motley collection of
supermarkets, offices, and trading
estates - accompanies its latest

annual report with pictures by Ben
Nicholson and some pretentious
prose.

Drawing a parallel between
Nicholson's avant-garde work and
the company’s portfolio, it declares
that: “through the work that
illustrate this report we sense his

concern for observation and
discernment, his feeling of balance
and proportion - qualities that

British land regards highly in its

own portfolio.”

Out but not down
Twenty odd years in New York

is a long time for a German banker.

Obviously something of toe

American entrepreneurial spirit

has rubbed off on Barthold von
Ribbentrop who is quitting
Deutsche Bank, after a 22-year stint,

the bulk of it in North America,
to set up his own investment fund.

“I think at my age it’s still not
too late to have another go at doing
something entrepreneurial” the

52-year-old son of the Third Reich
foreign minister said cheerfully

yesterday as he enunciated plans
for his new investment vehicle that
is to concentrate on medium-sized
German companies.
Returning from toe Big Apple

in 1986, he discloses one of his most
valuable roles, in building toe
bank's securities operation, was
sitting firmly upon endeavours
to buy up (unnamed) stockbrokers
in London and elsewhere. “This
would have been a total disaster”
he says with refreshing honesty.
Just one step away from a board

position, one of the most prestigious
possible trophies In corporate
Germany, he was in no mood to
admit to any tinge of regret
yesterday. “The money may be
better but the job is awful”.

Misguided
The Lawyer magaarinn, which

should know what it is talking

about, reports that The Law Society

is publishing a revised professional
conduct guide for solicitors which
is a third bigger than toe previous
edition five years ago. As part of

a cost-cutting exercise, 6000 guides
win be sent to each firm.
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US increases duties on !*ank of

. , „ . France sees

steel from 19 countries anchor role

By Nancy Dunne and Usa
Bransten In Washington

THE US Commerce Department

yesterday significantly increased

many of the preliminary duties it

imposed in January on $3.2bn of

steel products from 19 countries.

The tariffs, which are collected

and held in escrow, will only

become final if the US Interna-

tional Trade Commission rules

that imports injure the US indus-

try, a finding scheduled for

release on July 27.

Cockerill Sambre of Belgium
sustained one of the largest

increase when its duty on hot-

rolled steel soared from less than

S per cent to just over 62 per

cent. France’s Usinor-Sadlor will

find its duty leaping from 12A per

cent to nearly 80 per cent for

hot-rolled steeL The tariff on all

of Japan’s hot-rolled steel jumped
from 26.7 per cent to 40.2 per

cent Hie new tariff levels ranged

as high as 10922 per cent on Brit-

ish Steel’s heavy plate.

Other levies included 109 per

cent on steel plate from Brazil's

Cosipa; and 73 per cent for all

Italy's subsidised producers, a

rise from 59 per cent.

The findings came OH 72 dump-
ing and subsidy cases, which

were filed last year against pro-

ducers of flat-rolled steel after

efforts to negotiate a multilateral

steel agreement collapsed.

The steel findings are consid-

ered by US officials to be the

result of a quasi-judicial process,

deliberately separated from poli-

tics. US trading partners say the

findings almost always favour

the US industry.

TO buttress their case, US steel

producers argue that they have

been badly damaged by secret

deals between European Commu-
nity, Japanese and Korean car-

tels, which divert cheap steel into

the "open' US market.

These charges were contained

in a 10-volume brief, delivered

Monday by the steel industry to

the FTC. The companies say the

danger to them is particularly

dire In respect to EC mills,

“where a producers' group, the

socalled London Club, informally

divides and allocates world

export markets".

According to the filing, ‘in the

EC, surplus capacity has been

propped by massive subsidies

and a succession of administered

cartels, based on production ceil-

ings. The £C and Japan have

strict limits on the quantities of

steel which are to be traded

between themselves. Japanese
mills have entered into similar

two-way quantitative restraint

agreements with Korea, Taiwan,
Indonesia, Australia, New Zea-

land, Brazil and South Africa”.

Mr Michael Meyer, a trade spe-

cialist with a law firm defending
foreign steelmakers, said: “It is

ironic that [US] steel companies
are complaining of price-fixing

when their remedy is price-fix-

ing” worked out under US laws.

for franc

inERM
By Peter John and Siam Webb
In London and Lionel Barber
in Copenhagen
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Japan’s Liberal Democrats
hit by defection of 44 MPs
By Robert Thomson in Tokyo

JAPAN’S ruling Liberal Demo-
cratic party split yesterday when
Mr Tsutomu Hata. the leader of a

rebel faction, and 43 other mem-
bers of parliament handed in

their resignations in preparation

for the launch of a new political

party today.

The heads of the LDP’s remain-

ing five factions held a crisis

meeting in an attempt to stabilise

the party, which is in danger of

losing further members between
now and the general election

called for July 18.

LDP officials conceded that the

party could lose power, which it

has held since 1955. while the
Social Democratic party, for-

merly known as the Japan Social-

ist party, believes it could rule

the country in a coalition with
the Hata rebels.

If the LDP lost the election,

Japanese foreign policy would be

reviewed, but Mr Sadao Yama-
hana, the SDP chairman, yester-

day told Mr Michael Annacost,
the US ambassador to Japan, that

a socialist-led government would
still put special emphasis on the
relationship with Washington.
"Whatever happens, I want to

assure you that there will be no
change regarding the high impor-

tance we accord to Japan's rela-

tionship with the US,” Mr Yama-
hana told Mr Annacost, who is to

be replaced by Mr Walter Mon-
dale, former US vice-president.

The SDP has traditionally

opposed a US-Japan Security
Treaty signed in 1951. It also
objected to the participation of
Japanese troops in the UN peace-

keeping operation in Cambodia,
essentially because it wants the
military to be disbanded.

While the LDP may be in dan-
ger of defeat, no clear pattern
about the likely result has
emerged from the opinion polls.

A poll of 1,000 eligible voters by
Mainichi Shimbun, a national

newspaper, found that 79 per
cent supported Mr Hata's defec-

tion from the LDP, but only 9 per

cent would vote for his party.

After handing in his resigna-

tion yesterday, Mr Hata said that

his group could not turn back
having voted in favour of a no
confidence motion against Mr
Kiichi Miyazawa, the prime min-
ister, on Friday night. "Japanese
politics has already entered a
new phase,” Mr Hata said.

The meeting of faction heads
from the LDP, which controls 232
members of the present 476-

strong lower house, resolved to

put aside factional differences for

this election in an attempt to

secure a parliamentary majority.

Mr Michio Watanabe, head of
one faction, said the party should
be able to work in a new parlia-

ment with some of the pro-reform

rebels who resigned yesterday.

EBRD chief

accused

EC promises more troops
Continued from Page 1

Continued from Page 1

he would like to continue go on
working for Mr Freeman.
Mr Attali’s plan has received

support from senior finance offi-

cials of the G7 group of industrial

countries, which include the US.
However, Mr Lloyd Bentsen,
Treasury secretary, has been
warned in a letter from Mr Clai-

borne Pell, chairman of the Sen-

ate foreign relations committee,
that under US law Mr Pell most
be consulted before any changes
in EBRD vice-presidencies or any
international financial institu-

tion, are put into effect.

ing a fresh commitment to pro-
vide ground forces. But it revived

the dormant debate over whether
to lift the arms embargo.
Mr John Major, UK prime min ,

ister, ruled out arming the Mos-
lems "at present”, calling the pol-

icy a “counsel of despair”. But he
ruled out dispatching more Brit-

ish troops to Bosnia.

Mr Felipe Gonzalte. prime min-
ister of Spain, which also has
troops in Bosnia, also opposed
any increase in the Spanish con-
tingent

The impression that EC leaders

were lukewarm about their own
compromise was strengthened

when Mr Alain Juppe, French
foreign minister, said the major
proportion of new troops for Bos-

nia should come from outside the
Community. “But the EC must
make a gesture,” be said.

Mr Kohl made little effort to

disguise his outrage that nothing
was being done to prevent the

Serbs and Croats from hanging
on to their territorial gains.

Despite their differences over
Bosnia, summit leaders reached
agreement on a timetable for

completing the next enlargement
of the Community. They set a

date of January 1 1995 as the date
by which Austria, Finland, Swe-
den and Norway should enter the
EC.

THE Bank of France stressed its

desfre yesterday to see the franc
as an anchor currency' within the
European exchange rate mecha-
nism.
Speaking at a seminar in Lon-

don to senior economists and
central bank officials, Mr Andre
Icard, -the head of research at the
Banque de France, said: "The
French franc is sharing the duty
of anchoring the (European
exchange rate] mecha-
nism... the D-Mark Is impossi-
ble to avoid as an anchor but
other currencies will share the
responsibility.”

His comments follow the
recent strengthening of the franc
and the steady decline in French
short-term interest rates, which
on Monday fell below those in
Germany for the first time in 26
years.

Mr Icard said of the franc: “I

am not saying it win become the
anchor but it will become one
anchor among others. The most
important thing to me is that

our Interest rates are below
those in Germany."
In Copenhagen, Mr Jacques

Defers, president of the Euro-
pean Commission, agreed that
the franc along with other
“hard-core" EC currencies might
take over temporarily the
D-Mark’s anchor role inside the
ERM.
Mr Defers said recent cuts in

French, Dutch and Belgian inter-

est rates, which occurred inde-

pendently of the German Bund-
esbank relaxing monetary
policy, was a comforting exam-
ple of European co-operation. "It

shows that the system is not
dominated by one single country
or currency. But it should not be
an excuse to sing The Marseil-

laise" he said at theEC summit.
EC officials acknowledged that

German interest rates remained
the most important long-term
influence on the rest of the Com-
munity, and expressed hope that

the Bundesbank would resume
Its cautious programme of rate

cuts. One senior Brussels official

predicted a move on July 1

before the Tokyo summit of the
Group of Seven leading indus-
trial countries.

Mr Icard's comments were
interpreted by some economists
as confirmation that the French
government is keen to promote
Paris as a possible site for a
European central bank.
"The strength of the franc

within the ERM is a further
development of Paris as a finan-

cial centre,” said Mr Icard. “The
future of Paris is closely related

to the soundness of the franc.”

France’s official interest rates
have been lowered nine times in
the past two months.

Bundesbank optimistic, Page 3
French bonds improve. Page 17

FT WORLD WEATHER

Europe today
It wHI continue quite warm h the southeast of

Europe. A persistent high pressure area over
Greece wffl lead to widespread sunshine with
temperatures rising to around 40C In Bulgaria,

Macedonia and Greece. In Scandinavia,
unsettled condtlons wfll continue with cool
afternoon temperatures. Sunny spells can be
expected in central parts of Sweden and
Norway, but elsewhere, it wfll be very cloudy
with occasional rain. Temperatures wffl stay

below 20C. Around the North Sea, clouds wffl

be prevalent with cool air arriving from the
north, keeping temperatures below normal.
Along the boundary line between warm and
cod air, situated over the Alps and
mid-Europe, thunder showers win develop
this afternoon end evening.

Five-day forecast
A north to northwesterly flow will continue to
cause tranqufl but rather cod condtlons over
northwestern Europe. In the warm air over

southern and central Europe, thunder showers
wfll continue to develop. In Spain, temperatures

will gradually rise during the next few days.

Some coding can be expected in southeast
Europe by the weekend. In Scandnavia, it wifl

continue cool and unsettled with temperatures
below normal for the time at year.
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TODAY'S TEMPERATURES Forecasts by Motoo Consult ofdm Netherlands

Maximum Berlin cloudy 20 Chicago
CeMus Bermuda fair 28 Cologne

Abu Dhabi
Accra

sun
cloudy

39
29

Birmingham
Bogota

fair

shower
18
17

Cepanhagt
D* Salaam

Algiers
'

tafr 29 Bombay shower 32 Dolor
Amsterdam cloudy 17 Bordeaux shower 23 Galas
Athens sun 32 Brussels fair 20 Darwin

Bangkok tatr 36 Budapest Aund 29 Delhi

Barcelona shower 24 Buenos Aires for 14 Outer]

thund 28 Cairo sun 39 Dubttn

fair 18 Cape Town sun 19 Dubrovnik

Belgrade eun 35 Caracal Ur 27 Sflnburgti

Lufthansa

29 Faro

21 Frankfiat

17 Geneva
24 Glasgow
29 Hamburg
34 Helsinki

32 Hong Kong
38 Honolulu

40 bla ofMan
16 Istanbul

32 Jersey

16 Karachi
Kuwait—

|
LaPaz
Las Palmas
U8bon
London
Los Angeles
Luxembourg

24 Majorca
24 Malta

23 Manchester
16 Manila
16 Meitxune
19 MeodcoCfty
32 Miami
30 Milan
16 Montreal

30 MOSCOW
18 Munich
35 Naked
40 Ns*tes
17 Nassau
25 New York
23 Nice
20 Nicosia

22 Odo
22 Paris

25 Perth

25 Prague
28 R* de Janeiro

27 Rangoon
31 Refcfavik

17 Riyadh
34 Rome
15 S 1

Francisco
24 Seoul
32 Singapore
27 Stockholm
24 Strasbourg
19 Sydney
23 Tel Aviv
24 Tokyo
30 Toronto
31 Tunis

25 Vancouver
25 Vanin
32 Vienna
16 waaaw
23 Washington
17 Wellington
21 Winnipeg
24 Zurich

rain 29
fair 13
BUT 43
fSir 28
lair 23
tak 24

thund 30
«r 17

fair 24
fair 17
sun 38
raki 23
sun 22
sun 31

shower 15
shower 26
thund 26
cloudy 22

fair 29
shower 13
thund 31

thund 24
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Cable’s Chinese puzzle
Cable and Wireless has pearls

scattered around the world, but some-

how lacks a thread to puQ them all

together. Hong Kong Telecom is a

great property, despite the tightening

of price regulation and the advent of

competition in 1995. Last year, interna-

tional nail volumes grew by 26 per

I

cent Longer term prospects for Asian

telephony growth are remarkable,

with China alone aiming to install

capacity equivalent to three times that

of BT by the turn of the century.

Mercury is now attacking the UK
market on several fronts with the

“one-two-one" cellular service a threat

to both Vodafone’s profit margins and
BTs domestic customer base. Com-
bined with cable tv, easy access to

Mercury via the BT network and
direct connection of larger customers,

Mercury’s market share will grow
despite increasing competition for pre-

mium customers.

Other franchises such as Telecom-

munications of Jamaica are valuable

niches. That said. Cable's stated ambi-

tion of using the Caribbean as a hub
for operations in the western hemi-

sphere looks a little fancifnl. The com-
pany wants to take minority equity'

stakes in businesses around its hubs
and provide value-added services to

customers worldwide. Yet it is a rela-

tively small player in the global tele-

coms market and needs to focus its

efforts carefully. The management has

yet to convince that it can do so. And
if the 12 per cent dividend rise is a
guide to expected long-term earnings

prospects, the market will have to

decide what sort of premium rating

that prospect can mmmaTuL

Cabfe and Vffrwlm

Pie ratio relative to the FT-A 500 pAa ratio
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and eat it The weaker the curceocy -

and the more there is talk of Germany

fosfrig its anchor status in the ERST -

the less the Bundesbank will feel

inclined to -implement the : monetay

relaxation needed to pull the economy

out of recession. :
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vidual Names with useful signals as

market conditions change. But that is

no substitute for effective supervision.

Lloyd's answer is to split the regula-

tory and commercial functions of its

council, and promise a more vigorous

approach to regulation. That echoes

the approach championed for the

wider City last month by Mr Andrew
Large, chairman of the Securities and
Investments Board. In both cases, this

may be the last chance to make self-

regulation work.

Lloyd's
Of all the self-regulatory structures

put in place during the 1950s, the pdi-
cmg of Lloyd's insurance market has
proved the least satisfactory. The
sheer scale of yesterday's losses lends
support to such a claim. But Lloyd's is

also a uniquely opaque marketplace.
As Mr David Rowland. Lloyd’s chair-

man. admits, not even its management
has a firm grip on the figures. Faced
with such a paucity of information,
and without a price merhanism for

guidance, individual Names have been
left in the not always capable hands of
market professionals.

The proposed reform of the agency
system - with more emphasis on syn-

dicate analysis - should help improve
the quality of information available to
investors. The introduction of corpo-

rate members might also provide indi-

Gerraany
The Frankfurt stock market seems

undaunted by the deepening recession

and the reluctance of the Bundesbank
to cut interest rates. The DAX index is

again pushing up towards 1.700
despite a forward multiple, based on
DB Research projections, of 20 times
next year’s earnings- Part of the impe-
tus has come from foreign investors

who have been trying to correct
underweight positions in ' German
equities. Such a technical motivation,

though, stiff requires a belief that the
market has further to go
There is a general expectation that a

large swing in earnings could occur
between this year and next if only
becanse restructuring provisions will

drop away. Judging by its cash-flow

multiple, which excludes the effect of
such provisions, the market does not
look so expensive. Arguably, too, a
high multiple says little about longer
term valuations when earnings are at

their trough.

But that argument holds good only
if recovery is fairly quirk and sus-

tained. The trouble is that German
companies cannot have their Kitchen

Rothmans
The 8 per cent rise in Rothmans

International's shares anda corre-

sponding 18 per cent leap in those if

Dunhill Holdings suggests the UK.
market has high hopes fen: Riche'

mont’s proposed restructuring. There

is certainly a managerial argumeaflbr

re-organising Richemont’s cascading

shareholdings into two discreet indns-

trial groups with separate listings: T&s
previous objection was the ostensibly

punitive tax implications. Butjha
establishment of twinned UK 1

- and
non-UK holding cxhnpaniesraay

'

per-

mit Richemont to skirt soch tflfficid-

ttes. This should also allow Rothmans
and DunhUl to distribute surplus cadi
to shareholders more efficiently.. With
some £900mof cash: sitting In the

bank, Rothmans' largesse could fee

considerable. . 1

The fusing of Dunh£Q and Cartier -

in which Richemont and Rotimrans
both have stakes - would create an
attractive international business,

although both face tough trading con-

ditions. The reshaping of Rothmans
will leave it as a pure tobacco con-
pany supported , by substantially -

enhanced dividend prospects.

Zeneca
By any standards, the 86 per cent

take-up of Zeneca's rights issue must
be judged a success. Tins is all the

more so, given the sagging share price

during the underwriting period. 'Since'

the underwriters and shareholders
were much the same institutions, the

issue was always an all-or-nothing

affair. The overlap also left the com-
pany to sell the £1.3bn issue twice

over. That may ultimately limit tire

capacity of the London market to han-

dle large issues in the traditional way:

A US-style book building might
relieve the problem ofcapacity created

by such a large issue, but is difficult to

square with investors’ pre-emption
rights. As GPA might testily, book
bunding does not offer much certainty

as to the proceeds of the issue. But the.

success ofZeneca’s issue does not hide

the limitations of traditional under-
writing. If rights issues get much big-

ger, the system may require refining.
;
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